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National Railroad Passenger Corporation ("Amtrak") hereby files this petition for 

miscellaneous relief pursuant to 49 C.F.R. § 1117.1, and requests ihal the Surface 

Transportation Board ("STB" or "Board") (I) delermine that the standardized 

methodology jointly developed by Amtrak and various States establishing and allocating 

costs for State-supported Amlrak routes (the "Agreed Methodology") is the appropriate 

methodology under Section 209 of the Passenger Rail Investment and Improvement Act 

of 2008 ("PRIIA"), P.L. 110-432, Div. B, Title II, § 209 ("Section 209"), and (2) require 

the full implementation ofthe Agreed Methodology pursuanl to Section 209(c).' Amtrak 

has filed a Memorandum in Support of its Petition describing in greater dclail why the 

Board should grant the Petition. 

A. The Board's Jurisdiction 

PRIIA Seclion 209(a) required that Amtrak, in consultation with certain States 

(the "Covered States"), "develop and implement a single nationwide standardized 

methodology for establishing and allocating the operating and capital costs among the 

States and Amtrak associated with trains operated on" certain routes. Section 209(c) of 

PRIIA states that if Amtrak and the Covered States "do not voluntarily adopt and 

implement the methodology developed under subsection (a) in allocating costs and 

determining compensation . . ., the Surface Transportalion Board shall determine the 

appropriate methodology required under subsection (a) for such services in accordance 

with the procedures and procedural schedule applicable to a proceeding under section 

24904(c) of title 49, United States Code, and require the full implementation of this 

' The Final Version of the PRIIA Section 209 Cosl Methodology Policy is 
attached as Exhibit A to the Declaration of Maximilian R. Johnson ("Johnson Dec"), 
which is attached to Amtrak's memorandum in support oflhis petition. 



methodology with regards to the provision of such service within I year of the Board's 

determination of the appropriate methodology." 

As described in detail in lhe accompanying memorandum. Amtrak and 15 of the 

19 Covered States have voluntarily adopted the Agreed Methodology. Transportation 

officials in three other Covered States have recommended the Agreed Methodology. One 

State, Indiana, has refused to voluntarily adopt the Agreed Methodology, but has not 

provided any reasons for this decision, any criticisms ofthe Agreed Methodology, or any 

alternative methodology. Thus, under Section 209(c), there has not been a voluntarily 

adoption and implementation of the methodology by Amtrak and the Covered States, and 

the Board is therefore required by statute to determine the appropriate methodology. 

B. The Reasons the Petition Should be Granted 

As noted above, the Board is statutorily required to determine the appropriate 

methodology. For the reasons described in the accompanying memorandum, Amtrak 

believes that the Board should adopt and implement the methodology already adopted by 

Amtrak and 15 of the 19 Covered Slates (with support from transportation officials in 

three other Covered States). The overwhelming majority of interested parties have 

already determined that the Agreed Methodology is fair, equitable, and satisfies the 

statutory criteria. Moreover, no Covered Slate has provided any alternative methodology. 

C. Relief Sought Through the Petition 

As noted above. Petitioner requests that the Board, in exercising its statutory 

authority to determine the appropriate methodology under PRIIA Section 209, conclude 

that the Agreed Methodology is the appropriate methodology and require the full 

implementation of that methodology. 
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CERTIFICATE OF SERVICE 

Because there are no other "parties" lo this proceeding, service is not required 

pursuant to 49 C.F.R. § 1104.12. Nonetheless, because the 19 Covered States have an 

interest in this matter, I hereby certify that I have this day caused to be sent by express 

mail, next day delivery, courtesy copies of Amtrak's Petition for Determination of PRIIA 

Seclion 209 Cost Allocation Methodology and Memorandum in Support of Petition to the 

Governors ofthe 19 Covered Stales. 

Neil K. Gilman 
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DECLARATION OF MAXIMILIAN R. .JOHNSON 

1. My name is Maximilian R. Johnson and I am competent to make this declaration. 

The facts staled herein arc wilhin my personal knowledge and are true and correct. 

2. I am currently the Principal Officer, Corridor Strategy and Analysis for the 

National Railroad Passenger Corporation ("Amtrak"). 1 have worked in this capacity firsl as a 

contractor and subsequently as a full-time employee since February 2010. Prior to this role, my 

past experiences include positions at a limousine and bus company, a car-sharing company, and 

within the Amtrak Finance Departmenl. 1 have a Masters in Business Administration in Finance 

and Operations. 

I. Introduction 

3. In my capacity as Principal Officer, I have pariicipaied on behalf of Amtrak in the 

development of a methodology for establishment and allocation of costs for state-supported 

routes as mandated by the Passenger Rail Investment and Improvement Act of 2008 ("PRIIA"), 

P.L. 110-432, Div. B, Title II, §209 ("Section 209"). Attached as Exhibit A is a true and 

accurate copy of the document containing the methodology (the "Agreed Methodology") that 

Amtrak has petitioned the Surface Transportation Board ("STB" or "Board") lo (1) find 

appropriate under Section 209 and (2) implement. 



4. Amtrak determined that Section 209 applies lo 19 states (the "Covered States"). 

Amtrak developed the proposed methodology in partnership with the Section 209 State Working 

Group ("SWG"), which was comprised of representatives of five of the Covered States. The 

Covered States are California, Connecticut, Illinois, Indiana, Maine, Massachu.setts, Michigan, 

Missouri, New Hampshire, New York, North Carolina, Oklahoma. Oregon. Pennsylvania, Texas. 

Vermont. Virginia, Washington, and Wisconsin. A list of the state-supported routes covered by 

Section 209 is Appendix A lo Exhibil A. The Agreed Methodology constitutes the final product 

of the collaborative process involving Amtrak, the Covered States, and the Secretary of 

Transportation. 

5. Fifteen of the 19 Covered States have adopted the Agreed Methodology. Three 

states - Massachusetts, Pennsylvania and Washington - have offered general support pending 

final action by their governors. One state, Indiana, has expressly stated it will not adopt the 

Agreed Methodology. 

II. The Collaborative Development of the Proposed methodology 

6. Throughout the Seclion 209 process, Amtrak has engaged in numerous 

conferences with the Covered Slates as well as the SWG and regional groups of stales in an 

effort to develop an agreeable methodology for establishment and allocation of costs. 

7. Amtrak gave a PowerPoint presentation regarding Section 209 and proposals for 

the mandated methodology al the annual meeting of the Standing Committee on Rail 

Transportation ("SCORT") of the American Association of State Highway and Transportation 

Officials ("AASHTO") in Washington, DC on March 8, 2010. which was attended by 

representatives of the Covered States. The PowerPoint presentation given by John Bennett of 

Amtrak was subsequently posted on the AASHTO website and is attached hereto as Exhibit B. 



8. Amtrak subsequently held a national meeting in Chicago. Illinois, on April 20-21, 

2010. The participants at the national meeting were Amtrak, representatives of 13 of the 

Covered States, the Federal Railroad Administration ("FRA"). AASHTO, the States for 

Passenger Rail Coalition ("SPRC"). and the John A. Voipe National Transportation Systems 

Center ("Volpe Center"). Amtrak outlined the statutory requirements of Section 209. Amtrak's 

PowerPoint presentation from the meeting is attached hereto as Exhibit C. 

9. Amtrak also provided attendees with a review of the Amtrak Performance 

Tracking ("APT") syslem. A true and accurate copy of the APT Methodology provided to 

Congress in 2009 is attached as Exhibit D. The APT system, which was developed pursuant lo 

the Consolidated Appropriations Act of 2005, is used to report route level performance to 

Congress. At the national meeting, Amtrak proposed to use the APT system as the baseline for 

developing a methodology for establishing and allocating costs, and il remains the baseline for 

the methodology contained in the Agreed Methodology. 

10. At the national meeting, Amtrak also provided attendees with Amtrak's initial 

proposal for implementing Section 209. A true and accurate copy of Amtrak's initial Section 

209 proposal is attached as Exhibit E. Specifically, Amtrak discussed the draft proposal, 

including how the proposal established and allocated costs. This initial proposal was intended to 

be similar to the historic methodology in place at the time with most state partners that support 

corridor service in their states. 

11. In the months following the national meeting. Amtrak held a series of regional 

meetings to discuss Section 209 issues with various state representatives. 

12. On May 10-11, 2010, Amtrak held a New England regional meeting in 

Portsmouth, New Hampshire. The New England regional meeting was attended by 



representatives of Amtrak, Maine, Massachu.setts, New Hampshire, Rhode Island, Vermont, the 

FRA, and the New Hampshire Rail Transit Authority. Al this meeting, Amtrak reviewed pro 

fornia financial results for trains historically supported by Maine and Vermont under the initial 

proposed methodology. 

13. On May 26-27, 2010, Amtrak held a Pacific Northwest regional meeting in 

Portland. Oregon. The Pacific Northwest regional meeting was attended by representatives of 

Amtrak, Oregon, Washington, and the FRA. At this meeting, Amtrak reviewed pro forttia 

financial results for the Ca.scades route, which was historically partially supported by Oregon 

and Washingion, under the initial proposed methodology. 

14. On June 2-3, 2010, Amtrak held a California regional meeting in Sacramento, 

California. The California regional meeting was attended by representatives of Amtrak and 

California, including CalTrans and the Capitol Corridor Joint Powers Authority ("CCJPA"). At 

this meeling, Amtrak reviewed pro forma financial results for California state-supported .services 

under the initial proposed methodology. At this meeting, the CCJPA introduced the concept of 

charging states a fixed percentage of all shared cosls instead of including and excluding certain 

line items. 

15. On June 9-10, 2010, Amtrak held a Midwest regional meeling in Chicago, 

Illinois. The Midwest regional meeting was attended by representatives of Amtrak, Illinois, 

Michigan, Missouri, Oklahoma, Texas, and Wi.sconsin. and Amlrak reviewed pro forma 

financial results under the initial propo.scd methodology for routes in these stales affecled by 

Section 209. During a breakout session with Amtrak and Michigan, we discussed the fact that 

approximately 100 miles of the Wolveriite route is on Amtrak-owned right of way, which was 

resulting in the route receiving allocations in APT of Amtrak's aclual mainlenance of way 



expenses for this segment, as opposed to the incremental cosl that would be paid to a host 

railroad through Amtrak's statutory rights of access as granled by the Rail Passenger Service Acl 

of 1970. During this breakout meeting, Amtrak agreed to consider the idea of a "synthetic host 

railroad charge" in situations where there was Amtrak-owned right of way on Section 209 routes, 

which would result in lower charges similar to those if the right of way was owned by a hosi 

railroad. 

16. On June 22, 2010, Amtrak held a Southeast regional meeting in Raleigh, Norlh 

Carolina. The Southeast regional meeting was attended by representatives of Amtrak, North 

Carolina, South Carolina, and Virginia. At this meeting, Amtrak re\'icwed pro forma financial 

results under the initial proposed methodology for routes in these states affected by Section 209. 

17. On June 25. 2010. I presented information on Section 209 and Amtrak's proposal 

to the Midwest Regional Rail Initiative in Chicago, Illinois. My PowerPoint presentation is 

attached hereto as Exhibit F. 

18. On July 12, 2010, Amtrak participated in a meeting with STB representatives 

Jamie Rennert and Mall Wallen. 

19. On July 14. 2010, Amtrak held a Southern regional meeting in New Orleans, 

Louisiana. The Southern regional meeting was attended by representatives of Amtrak, Georgia, 

Louisiana, and Mississippi. Although they did not attend, representatives from Alabama and 

Florida were also invited to the Southern regional meeting. At that time and today, no routes in 

any of these stales would be affected by Section 209. 

20. On July 19. 2010. Amtrak held a Pennsylvania regional meeting in Philadelphia, 

Pennsylvania. This Pennsylvania regional meeting was attended by representatives of Amtrak 



and Pennsylvania. At the meeting, Amtrak reviewed pro forma financial results under the initial 

proposed methodology for routes in Pennsylvania affected by Section 209. 

21. On July 20, 2010, Amtrak held a New York regional meeting in New York, New 

York. The New York regional meeting was attended by representatives of Amtrak and New 

York. At the meeling. Amtrak reviewed pro forma financial results under the initial proposed 

methodology for routes in New York affected by Section 209. 

22. On July 28-29, 2010, at the Amtrak Board of Directors meeting, the Amtrak 

Section 209 team presented the Amtrak Board with the alternative concept, introduced by the 

CCJPA during the June 2-3, 2010 meeting, of charging a fixed percentage of shared costs, as 

well as the "synthetic host railroad charge" concept developed during the meeting with 

Michigan. The Amtrak Board approved these concepts, and Amtrak subsequently presented 

them to the Covered States as a potential option. While the CCJPA's suggestion was later 

replaced by the additive proposal from the SWG, the "synthetic host railroad charge" was 

incorporated into the Agreed Methodology. 

23. On August 10, 2010, Amlrak held a Connecticut regional meeting in New Haven, 

Connecticut. The Connecticut regional meeting was attended by representatives of Amtrak and 

Connecticut. At the meeting, Amtrak reviewed pro forma financial results under the initial 

proposed methodology for the Springfield Shuttle, which would be affected by Section 209. 

24. On August 17, 2010, shortly after the conclusion of the initial regional meetings, 

Amtrak held a second national meeting for all Covered States in Chicago, Illinois. Amtrak 

Chairman Tom Carper also altended. At the .second national meeting. Amtrak provided a 

summary of the regional meetings that took place since the first national meeting. Amtrak's 

PowerPoint presentation is attached herelo as Exhibit G. Amtrak noted that the regional 



meetings identified minor APT adjustments for routes, and that Amtrak had already made many 

of these adjustments. Amtrak also provided a summary of Amtrak's presentation to the Amtrak 

Board of Directors, including the recommended PRIIA Section 209 policy. Further. Amtrak also 

reviewed and discussed specific state reactions and concerns to the existing PRIIA Section 209 

policy. For example, some states had concerns regarding sharing costs for the mainlenance of 

equipment between corridor and long distance services at some major terminals. Some states 

also had concerns about refining cost allocations between Amtrak and commuter services. 

Amtrak's PowerPoint presentation summarizing state concerns is aitached hereto as Exhibil H. 

At this national meeting, Amtrak introduced the potential policy discussed at the prior Amtrak 

Board meeting of charging Covered Stales 100% of direct costs and 75% of shared co.sts. 

25. On September 10, 2010, Amtrak provided the Covered States with a first draft of 

annual capital charges as derived from the APT system. 

26. On September 16, 2010, Amtrak met with representatives of North Carolina 

regarding the development ofthe Section 209 methodology and how it would affect routes North 

Carolina had historically supported. 

27. On September 19-22, 2010, L along with olher Amtrak representatives, met in 

Jacksonville, Florida, with representatives ofthe Covered States. AASHTO, and the SPRC at the 

annua! SCORT meeting. At that meeting, John Bennett of Amlrak gave a presentation on the 

status of the Section 209 activities, which was subsequently posted on the AASHTO website and 

is attached hereto as Exhibit I. Shortly after that meeting, representatives of the Covered States, 

acting under the auspices of AASHTO and the SPRC, established the SWG lo represent the 

interests of the Covered States during the development of the Section 209 methodology for 

eslablishmenl and allocation of costs. Appointed to the SWG were: David Kuirosky, on behalf 



of California and the Capilol Corridor Joint Powers Authority; Patricia Quinn, on behalf of 

Maine and the Northern New England Passenger Rail Authority; Patrick Simmons, on behalf of 

North Carolina; Kevin Page, on behalf of Virginia; and Beth Nachrciner, on behalf of Wisconsin. 

Amtrak and the SWG formed working committees to address specific issues, such as cost 

definitions and contracts. 

28. On September 27, 2010, Amtrak held a regional meeting in Richmond, Virginia, 

regarding the Section 209 methodology and how it would affect routes in Virginia. 

29. On October 5, 2010, Amtrak participated in a meeting with staff from Senator 

Charles Schumer's staff to explain Section 209 and its potential effecls on New York. 

30. On October 6, 2010, Amtrak participated in a meeting with staff from Senator 

Patrick Leahy's staff to explain Section 209 and its potential effects on Vermont. 

31. On October 13, 2010, Amtrak participated in a meeting with staff from Senator 

Kirsten Gillibrand's staff to explain Section 209 and its potential effects on New York. 

32. On October 18-19, 2010, Amtrak held an internal meeting in Chicago, Illinois, to 

review and update APT allocations for the Covered Services, based on comments received at 

regional meetings. 

33. On October 27, 2010, Amtrak sent a letter to the Chairs of SPRC and SCORT in 

response to their previous letters regarding an extension of the October 16, 2011 deadline. 

Amtrak's letter is attached hereto as Exhibit J. Amtrak proposed a six-month extension to allow 

the Covered States and Amtrak to continue the work currently in progress to collaboratively 

determine a methodology for Section 209. This agreement was executed by Frank Busaiacchi, 

the Chair of SCORT, on November 9, 2010. The executed letter is attached hereto as Exhibit K. 



34. On October 28. 2010, representatives of Amtrak and the SWG held a meeting in 

Washington, DC, regarding the development of the Section 209 methodology. 

35. On November 8, 2010, Amtrak met with the Northern New England Passenger 

Rail Authority in Portland, Maine, regarding the development of the Section 209 methodology 

and how it would affect the Downeaster. 

36. On November 17, 2010, representatives of Amtrak and Michigan met in Niles, 

Michigan, regarding the development of the Section 209 methodology and how it would affect 

routes in Michigan covered by Section 209. 

37. On December 1-2. 2010, Amtrak and the SWG participated in a working group 

meeting in Washington. DC. 

38. On December 13, 2010, representatives of Amtrak and California met in 

Sacramento, California, regarding the development of the Section 209 methodology and how it 

would affect routes in California. 

39. On January 5. 2011, the SWG presented a review of direct and shared costs under 

the draft methodology as it existed at that time, and proposed several revisions to the 

methodology. The SWG's presentation is attached hereto as Exhibit L. This presentation 

addressed the concerns of the SWG regarding shared costs, and proposed a new approach in 

which most shared costs would be replaced with a "Support Fee" calculated as a percentage of 

direct operating costs. This was originally known as the multiplier approach, and it eventually 

evolved into the additive approach found in the proposed methodology. 

40. On January 5, 2011, representatives of Amtrak and the SWG briefed the Senate 

Commerce Committee on the status of discussions. On January 6, 2010. the same group briefed 

the House Transportalion and Infrastruclure Committee. 



41. On January 12, 2011, representatives of Amtrak and Pennsylvania met in 

Harrisburg, Pennsylvania, regarding the continuing development ofthe Section 209 methodology 

and how it would apply to Pennsylvania's routes. 

42. On January 21, 2011, representatives of Amtrak participated in a conference call 

with representatives of Oregon, and another with representatives of Washington, about how the 

continuing development of Section 209 would apply to corridor .service in the Pacific Northwest. 

43. On January 23, 2011, the SWG made a presentation to the SPRC regarding 

progress in the development of the Section 209 methodology, including the SWG's revisions to 

the methodology for allocation of shared costs. On January 24, 2011, lhe SWG participated in a 

conference call with Covered States to further discuss this progress. 

44. On January 31, 2011, representatives of Amtrak participated in a conference call 

wilh representatives from Connecticut, Maine, Massachusetts, New York, North Carolina, 

Pennsylvania, Vermont, and Virginia to discuss the issue of how to share through revenue on 

irains with both state-supported legs and legs operaling on the Northeast Corridor ("NEC"). 

45. On February 4, 2011, Amtrak sent letters to all stales with Amtrak .service, 

informing them whether any routes in their states were covered by Section 209 and outlining the 

progress of the developmeni of the Section 209 methodology. 

46. On February 8, 2011, Amtrak received the first counterproposal from the SWG, 

referred to as the "additive" approach. The SWG's summary ofthe additive approach is attached 

hereto as Exhibit M. Under the additive approach, instead of starting with fully-allocated costs 

and subtracting certain items, a state's costs would be calculated by determining route-specific 

costs and adding overhead charges. On February 9, 2011, representatives of Amtrak and the 

SWG participated in a conference call to di.scuss this approach. 

10 



47. On February 11, 2011, representatives of Amtrak and North Carolina met in 

Raleigh, North Carolina, regarding the continuing development oflhe Section 209 methodology, 

and how it would apply lo routes in Norlh Carolina affected by Section 209. 

48. On February 17, 2011, representatives of Amtrak and Wisconsin met in 

Milwaukee, Wisconsin, regarding the development of the Section 209 methodology and how it 

would apply to Wisconsin's routes. 

49. On February 18, 2011, Amtrak responded in writing to the SWG policy proposal 

of February 8, 2011. Amtrak's response to the SWG is attached hereto as Exhibit N. 

50. On February 22, 2011, the SWG participated in a conference call with the FRA to 

provide an update regarding the development of the Section 209 methodology. 

51. On February 22-23, 2011, representatives of Amtrak, Oregon, and Washington 

met in Washington State regarding the development of the Section 209 methodology and how it 

would apply lo corridor service in the Pacific Northwesi. 

52. On March 4, 2011, Amtrak and the SWG presented their policy concept to an 

audience of state transportation department executives at the AASHTO IPR Leadership meeting 

in Washington, DC. 

53. On March 8, 2011, representatives of Amtrak and Vermont met in Montpelier, 

Vermont, regarding the continuing development of the Section 209 methodology and how it 

would apply to Vermont's routes. 

54. On March 14. 2011, Amtrak met wilh FRA staff to discuss the development of the 

Section 209 methodology. 

55. On March 14-15, 2011, Amtrak and the SWG provided an update on the 

development ofthe Section 209 methodology at the SCORT meeting in Washingion, DC. 

11 



56. On March 16, 2011, the SWG provided an update on the developmeni of the 

Section 209 methodology at the New England/New York Compact Meeting. 

57. On March 17, 2011, representatives of Amtrak and Connecticut met in New 

Haven. Connecticut, regarding the continuing developmeni of the Section 209 methodology and 

how it would apply lo Connecticut's routes. 

58. On March 17, 2011, Amtrak sent a letter to the Chairs of SCORT and SPRC 

proposing to extend the deadline for an additional two months to allow the parties to continue to 

work to finalize the details of the PRIIA Section 209 methodology. Amtrak's lelter is attached 

hereto as Exhibit O. 

59. On March 23, 2011, Amtrak provided an update on the progress of the 

development of the Section 209 methodology at the NEC Corridor Commission meeting in 

Wilmington, Delaware. 

60. On March 30, 2011, I sent a memo to the SWG regarding capital charges and 

additives, which is attached hereto as Exhibit P. This memo described some of the challenges 

that Amtrak discovered relating to the depreciation-based capital charge, and introduced the 

concept of an "investment-based" capital charge, as well as conducting internal due diligence 

with respect to the additive rates. 

61. On March 31, 2011, representatives of Amtrak and Michigan had a conference 

call to discuss the development ofthe Section 209 methodology and how il would apply to routes 

affecled by Section 209 in Michigan. 

62. On April 13, 2011, the SWG held a briefing conference call with the Midwest 

Regional Rail Initiative to provide an update regarding progress in the development of the 

Section 209 methodology. 

12 



63. In mid-April 2011, the Amlrak Section 209 team proposed to the SWG minor 

modifications to the line items to be classified as "Route Costs." adjustments to certain additive 

rates, and the emerging concept of an investment-based capital charge in response to concerns 

raised about the depreciation-based charge from the APT system. The SWG agreed to these 

minor modifications. 

64. On April 20, 2011, Amtrak and the SWG participated in a Seclion 209 conference 

call with the Midwest Regional Rail Initiative. Representafives from Illinois, Indiana, Michigan, 

Missouri, and Wisconsin also participated. 

65. On May 3, 2011, representatives of Amtrak and SWG joinily presented the 

framework for the Proposed methodology at the AASHTO IPR Leadership meeling in 

Washington, DC. 

66. On May 11-12, 2011, representatives of Amtrak and the SWG met to develop the 

final cost-allocation model, and jointly approved the additives approach for calculating Support 

Fees and allocating shared costs. 

67. On May 17, 2011, during a conference call among SPRC members, the SWG 

briefed representatives of the Covered States regarding the status of the negotiation of the 

propo.sed methodology. 

68. Between May 23 and June 3, 2011, representatives of Amtrak and the SWG 

conferred regularly to fine-tune the proposed methodology. 

69. On June 8, 2011, the Amtrak Secfion 209 team briefed the Amtrak Board of 

Directors on the draft proposed methodology aboul to be released to the Covered States. 

70. On June 10, 2011, Amlrak and the SWG released the draft proposed methodology 

to the Covered States. A true and accurate copy of the draft proposed methodology is attached 

13 



hereto as Exhibil Q. Amtrak and the SWG requested that lhe Covered slates provide comments 

regarding the proposed methodology by June 24, 2011. Along wiih the draft proposed 

methodology, they also provided an issue brief and a questionnaire requesting slate-specific 

information, which arc aitached hereto as Exhibits R and S. 

71. On June 15, 2011, the SWG held a conference call with representatives of the 

Covered States to di.scuss the draft proposed methodology. 

72. In July 2011, Amtrak and the SWG reviewed feedback from the Covered Slates 

regarding the draft proposed methodology. Amtrak and the SWG did not receive any substantive 

feedback regarding the proposed methodology itself from Indiana. 

73. On July 1, 2011, representatives of Amtrak and Pennsylvania participated in a 

conference call to discuss the draft proposed methodology and how it would apply to routes 

affected by Seclion 209 in Pennsylvania. 

74. On July 3, 2011, representatives of Amtrak and Norlh Carolina met in Raleigh, 

North Carolina, to discuss the draft proposed methodology and how it would apply to routes 

affected by Section 209 in North Carolina. 

75. On July 13, 2011, representatives of Amlrak and the Massachu.setts Departmenl 

of Transportation met in Boston, Massachusetts, to discuss the draft proposed methodology and 

how it would apply to routes affecled by Seclion 209 in Massachusetts. 

76. On July 21, 2011, representatives of Amtrak and the Connecticut Department of 

Transportation met to discuss the draft proposed methodology and how it would apply to routes 

affected by Section 209 in Connecticut. 
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77. On August 11, 2011, representatives of the SWG, Vermont, New York, Maine, 

Massachusetts, Connecticut, Pennsylvania, Virginia and North Carolina participated in a 

conference call to discuss the NEC Through Revenue section of draft proposed methodology. 

78. On August 12, 2011, Amtrak and the SWG provided the Covered States with the 

Final Draft of the proposed methodology, which included revisions to the Through Revenue 

section, the Capital Charge .section, and the transition schedule ba.sed on feedback from those 

Covered States that had responded to the June 10, 2011 request for comment. A tme and 

accurate copy of the Final Draft of the proposed methodology are attached hereto as Exhibit T. 

79. On August 31, 2011, the Amtrak Board of Directors approved the proposed 

methodology, which is attached as Exhibit A. 

80. On September 1, 2011, Amtrak .sent letters to each of the Covered Stales 

requesting that by September 30, 2011, the state affirmatively concur wilh the propo.sed 

methodology. 

81. From September 11-14, 2011, L along with other representatives Amtrak and 

many of the Covered States, attended the annual SCORT meeling in Chariotte, North Carolina. 

On September 11, 2011,1 attended the SPRC meeting and answered questions with members of 

the SWG regarding the proposed methodology. On September 12, 2011, David Kuirosky of the 

SWG made a presentation regarding the proposed methodology. Mr. Kutrosky's PowerPoint 

presentation is attached hereto as Exhibit U. While at this meeting, I discussed Section 209 

concurrence with representatives from Covered Stales in attendance. 

82. On September 22, 2011, representatives of Amtrak and Massachu.setts 

participated in a conference call to discuss the proposed methodology and how it would apply to 

routes affected by Section 209 in Massachusetts. 
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83. On September 27, 2011, representatives of Amtrak and Vermont met in 

.Montpelier, Vermont, to discuss the proposed methodology and how it would apply lo routes 

affected by Seclion 209 in Vermont. 

84. On October 11, 2011, representatives of Amtrak and Pennsylvania participated in 

a conference call regarding specific quesiions Pennsylvania had raised regarding the proposed 

methodology. 

85. On October 14, 2011, representatives of Amlrak, Connecticut, and Massachusetts 

mel in New Haven, Connecticut, regarding specific questions Connecticut and Massachusetts 

had raised with respect to the proposed methodology. 

III. The Responses to the Request for Concurrence in the Proposed methodology 

86. As stated above, on September 1, 2011, Amtrak requested by letter that each of 

the Covered States adopt the proposed methodology by September 30, 2011. Amtrak's letters to 

the Covered States are attached hereto as Exhibits V( 1)-(19). 

87. The majorily of Covered Slates affirmatively responded. These responses are 

attached hereto as Exhibits W(l)-(15). 

a. Maine adopted on September 13, 2011. 

b. Wisconsin adopted on September 14, 2011. 

c. North Carolina adopted on September 19, 2011. 

d. Texas adopted on September 26, 2011. 

e. Oregon adopted on September 26. 2011. 

f. New York adopted with comments on September 29, 2011. 

g. Virginia adopted on September 29, 2011. 

h. Vermont adopted on October 3, 2011. 
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i. Michigan adopted with comments on October 7, 2011. 

j . California adopted on October 10, 2011. 

k. Oklahoma adopted on October 21, 2011. 

I. New Hampshire adopted with comments on October 26, 2011. 

m. Connecticut adopted on November 3, 2011. 

n. Illinois adopted with comments on November 17, 2011. 

o. Missouri adopted on November 17, 2011. 

88. On November 8, 2011, Amtrak sent letters to Illinois, Indiana, Mis.souri, and 

Wa.shington, the Covered States that had not yet responded to Amtrak's September I, 2011 

letter, again requesting that they adopt the proposed methodology. The letters are attached 

hereto as Exhibit X( I )-(4). 

89. Three states have indicated general support bul await final action by their 

governors: 

a. After further discussion with Massachusetts following the October 14, 

2011 meeting, Massachusetts state transportation officials told Amtrak 

representatives they had no further questions or objections and had 

forwarded the concurrence letter to the Governor's office for approval. 

b. After further di.scu.ssion with Pennsylvania following the October 11, 2011 

conference call, Pennsylvania state transportation officials told Amlrak 

representatives they had no further questions or objections and had 

forwarded the concurrence to lhe Governor's office for approval. 

c. After di.scussions with Washington stale in November, Washington state 

transporiation officials told Amtrak representatives that they are preparing 
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a letter for the Governor wilh a recommendation to concur with the 

Section 209 methodology, vvith concerns about implementation, but that 

this letter is unlikely to be considered by the Govemor until the end of 

November. 

90. On November 17, 2011. Mike Riley, the manager ofthe Rail Office ofthe Indiana 

Department of Transportalion, informed .Amtrak by email that the Governor of Indiana ••ha[dj 

decided to not sign the request accepting the SWG/Amlrak methodology." A copy of that email 

is attached as Exhibit Y. Indiana provided no explanation Ibr its decision. Indiana has offered 

no allemative methodologies that it might find acceptable. 

I declare under penalty of perjury that the foregoing is true and correct. 

Executed: November 21. 2011 
Maximilian 
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National Railroad Passenger Corporation ("Amtrak") files this memorandum in support 

of its petition for miscellaneous relief pursuant to 49 C.F.R. § 1117.1. Amtrak requests that the 

Surface Transportation Board ("STB" or "Board") (1) determine thai the standardized 

methodology jointly developed by Amtrak and various States establishing and allocating costs 

for State-supported Amtrak routes (the "Agreed Methodology") is the appropriate methodology 

under Seclion 209 of the Passenger Rail Investment and Improvement Act of 2008 ("PRIIA"), 

P.L. 110-432, Div. B. Title IL § 209 ("Section 209"), and (2) require the full implementation of 

the Agreed Methodology pursuant to Section 209(c).' 

I. Introduction 

In 2008, Congress directed Amtrak to develop and implement, in consultation with 19 

States (the "Covered Stales")," a new methodology for establishing and allocating costs 

associated with trains operated on certain passenger rail routes. Amtrak and 18 of the 19 

Covered States reached an understanding on a methodology. The governors of 15 of the 

Covered Stales have formally adopted the methodology; the rail administrators of three others 

have recommended the methodology to their governors, before whom the matter awaits final 

action." The Agreed Methodology is the result of a thoroughly collaborative, transparent, and 

' The Agreed Methodology, entitled "PRIIA Section 209 Cost .Methodology Policy," 
dated August 31, 2011, is included as Exhibit A to the Declarafion of Maximilian R. Johnson 
("Johnson Dec"), which is attached herelo. 

" The Covered Slates are: California, ConneclicuL Illinois, Indiana, Maine, 
Massachusetts, Michigan, Missouri, New Hampshire, New York, Norlh Carolina, Oklahoma, 
Oregon, Pennsylvania, Texas, Vermont, Virginia, Washington and Wisconsin. 

"̂  California, Connecticut, Illinois, Maine, Michigan, Missouri, New Hampshire, New 
York, North Carolina, Oklahoma, Oregon, Texas, Vermont, Virginia, and Wisconsin have 
formally concurred with the Agreed Methodology. (Johnson Dec. % 87.) Stale transportation 
officials in Massachusetts, Pennsylvania and Washington have recommended that their 



inclusive process, involving countless hours, comments, and compromises. Most importantly, it 

satisfies the substantive requirements of Section 209. 

However, Section 209(c) requires that voluntary adoption of a methodology by Amtrak 

and the Covered States be unanimous. A single Covered State, Indiana, has expressly refused to 

adopt the Agreed Methodology. Indiana has articulated no disagreement with the methodology 

itself, nor offered any alternatives. Nonetheless, the failure of Indiana lo join other Covered 

States and affirmatively adopt the Agreed Methodology has necessitated this proceeding. As a 

resull of Indiana's position. Section 209(c) requires the Board to "determine the appropriate 

methodology required under [§ 209(a)] . . . in accordance with the procedures and procedural 

schedule applicable to a proceeding under secfion 24904(c) of title 49." Because several of the 

Covered States adopt budgets on a biennial basis, il is imporlanl that the final Section 209 

methodology be adopted and implemented wilhin a reasonable lime, so thai the Slates can 

determine and plan appropriate funding. Thus, referral of the issue to the Board is now 

appropriate. 

Through its petition, Amtrak requests that the Board determine that the Agreed 

Methodology satisfies the criteria set out in Section 209(a). Amtrak further requests that the 

Board order the Agreed Methodology's implementation. The Agreed Methodology comports 

with the letter and intent of Section 209(a). No affected party has suggested otherwi.sc - or 

olTered an alternative methodology for consideration. The Board would be well within its 

discretion to delermine that the Agreed Methodology is an appropriate methodology and order its 

implementation. It should therefore do so. 

governors concur with the Agreed Methodology, and final aciion in those three States is pending. 
(W.I 89.) 



II. Background 

A. The Statutory Scheme 

In 2008, Congress passed and the President signed Public Law 110-432. a comprehensive 

bill that addressed several important areas of railroad policy. Division B, known as the 

Passenger Rail Investment and Improvement Act of 2008, addressed several issues specifically 

related to Amtrak. Section 209 of PRIIA aimed to recfify the historical problem of disparities in 

federal and State funding levels for different Amtrak routes that are classified as "State-

supported" - in reality, some States contributed some funding for some routes, but other routes 

lacked any Stale funding whatsoever.'* Specifically, Section 209 required Amtrak, in 

consultation with a variety of federal and State officials, to develop and implement a single 

standardized cost-allocation methodology for certain State-supported routes: 

(a) FN GENERAL. - Within 2 years after the date of enactment of this AcL the 
Amtrak Board of Directors, in consultation with the Secretary, the governors 
of each rclevant Stale, and the Mayor of the District of Columbia, or entities 
representing those officials, shall develop and implement a single, nationwide 
standardized methodology for establishing and allocating the operating and 
capital costs among the States and Amtrak associated with trains operated on 
each ofthe routes described in section 24102(5)(B) and (D) and seclion 24702 
that-

(1) ensures, within 5 years after the date of enactment of this Act, equal 
treatment in the provision of like services of all States and groups of Slates 
(including the District of Columbia); and 

•* The Rail Passenger Services Act of 1970 ("RPSA") (45 U.S.C. §501, et seq., 
subsequently recodified at 49 U.S.C. § 241101, et seq.) permitted individual States to request 
that Amtrak provide passenger rail services and authorized Amtrak to be reimbursed by States 
for these services. It also auihorized Amtrak to operate additional short distance corridor routes, 
some of which Amlrak was required to operate until a 1997 amendment. Section 209 was 
intended to address the resulting inconsistencies in state funding requirements for corridor 
routes. As stated in the Senate Report regarding PRIIA as introduced in 2007: "Currently 
Federal financial participation for corridor routes varies widely. In some cases the Federal 
Government supports the full subsidy, in other cases the routes are supported exclusively by 
State funds. The purpose of this provision is to standardize Federal participation across all 
cortidors." 110 S. Rpt. 67 at 25 (2007). 



(2) allocates to each route the costs incurred only for the benefit of thai route 
and a proportionate share, based upon factors that reasonably reflect 
relative use, of costs incurred for the common benefit of morc lhan 1 
roule. 

RL. 110-432, Div. B, Tille II, § 209(a). 

Seclion 209 does not cover all Amtrak routes. Rather, it requires that the new 

methodology address operating and capital cosls associated with: "(B) rail corridors that have 

been designated by the Secretary of Transportation as high-speed rail corridors (other than 

corridors described in subparagraph (A)), but only after regularly scheduled intercity service 

over a corridor has been established, . . . (D) short-distance corridors, or routes of nol more than 

750 miles between endpoints, operated by - (i) Amtrak; or (ii) another rail carrier that receives 

funding under chapter 244." 49 U.S.C. §24102, and "any intercity rail service or roulc not 

included in the national rail pas.senger transportation system" for which Amtrak "enter[ed] into a 

contraci with a Stale, a regional or local authority, or another person" to provide such service, 49 

U.S.C. § 24702(a).'' Seclion 209 covers 27 routes '̂ that run through 19 different States. 

Congress expressly directed Amtrak to consult with the Covered States to establish costs 

and develop an allocation methodology that was agreeable to Amtrak and the Covered States. 

Congress further mandated that in the absence of voluntary adoption and implementation by 

"̂  Section 209 does not cover routes confined to the Northeast Corridor ("NEC"), which is 
defined for purposes of Section 209 as the "continuous . . . railroad line between Boston, 
Massachusetts and Washington, District of Columbia." 49 U.S.C. § 24103(5)(B). Seclion 209 
also does not cover long distance routes greater than 750 miles. 49 U.S.C. § 24102(5)(C). The 
routes that are covered fall into three categories of short distance routes: (1) single State corridor 
trains (those routes that begin and end in a single State and do not use the NEC corridor), (2) 
multi-State corridor trains (those routes that begin in one State, end in another, and do not use the 
NEC corridor), and (3) base-increment NEC corridor trains (either single- or multi-State trains 
that include a portion of their routes on the NEC corridor). 

"̂  A list of the covered routes is included as Appendix A to Exhibit A to the Johnson 
Declaration. 



Amtrak and all Covered States, the Board must step in and determine the appropriate 

methodology. Specifically, Congress provided: 

(c) REVIEW. - If Amtrak and the States (including the Disirict of Columbia) in 
which Amtrak operates such routes do not voluntarily adopt and implement the 
methodology developed under subsection (a) in allocating cosls and determining 
compensation for the provision of service in accordance with the date established 
therein, the Surface Transportalion Board shall determine the appropriate 
methodology required under subsection (a) for such services in accordance with 
the procedures and procedural schedule applicable to a proceeding under section 
24904(c) of title 49, United States Code, and require the full implementation of 
this methodology with regards to the provision of such service within 1 year after 
the Board's determination of the appropriate methodology. 

P.L. 110-432, Div. B, Title IT, § 209(c). The "procedures and procedural schedule applicable to 

Section 24904(c)," referenced in Section 209(c), mandate that compensation for transportation 

over cerlain righls of way and facilities be determined by the Board "not later than 120 days after 

the dispute is submitted." 

Thus, in the absence of voluntary adoption and implementation of a standardized 

methodology by Amtrak and all Covered States, the Board has the non-discretionary obligation 

to determine the appropriate methodology and order its implementation. 

B. Amtrak and the Covered States Cooperatively Developed the Agreed Methodology 

Section 209 has worked largely as intended. As described below and at greater length in 

the accompanying Johnson Declarafion, Amtrak spent significant time working with the Covered 

States to develop what ultimately became the Agreed Methodology, and the vast majority of the 

Covered States concluded that the Agreed Methodology satisfies the requirements of Section 

209(a) and should be implemented. Unfortunately, Amtrak, 18 of the 19 Covered States, and the 

Board now find themselves in the odd position of having to move forward under Section 209(c) 

not because discussions with the Covered States have ended in intractable, substantive 

disagreements, but rather because a single State has indicated that it will not voluntarily adopt 



the Agreed Methodology, despite providing no reasons for this decision or any alternative 

methodology for consideration. 

After enactment of Section 209, Amtrak began to work with the Covered States to 

develop, adopi and implement the methodology required by Section 209(a).' In April 2010, 

Amtrak and the Covered States gathered for a two-day "national meeting" regarding Section 209. 

(Johnson Dec. | 8.) At that meeting, Amtrak presented an initial proposal and explained the 

system it had recently developed, the Amtrak Performance Tracking system ("APT"). {Id. Til 9-

10.)** Throughout the summer of 2010, Amtrak held meetings with individual Covered States 

and with regional groups of Covered States to discuss the APT methodology and review pro 

forma financial results from APT for the initial proposal. {Id. *||'|[ 11-23.) As explained below, 

APT alone could be, with minor modifications to allow for pro rata allocations on multi-state 

routes, an appropriate methodology under Section 209. But as also discussed further below, 

some of the Covered Slates expres.sed concerns about discrete aspects of the APT system as a 

Section 209 methodology. {Id. \ 24.) As a result, Amlrak agreed to use APT as a baseline for a 

fully collaborative approach with the Covered States and as a resource for the development of 

the Agreed Methodology, rather than as the methodology itself 

The interested parties quickly formalized the cooperative approach. On September 19, 

2010. the Covered States formed a State Working Group ("SWG") to .serve as their 

representative in discussions regarding the Section 209 methodology. {Id. % 27.) The five 

members, supported by staff from the American Association of State Transportation and 

' The facts outlined below are taken from the Johnson Declaration, which .sets forth in 
greater detail the record, which includes meetings, calls, correspondence, and work product 
related to the development of the Agreed Methodology. 

** A description of APT is included at pages 11-12, infra. 



Highway Officials, represented a cross-section of the Covered States and respeciive regions: one 

each from California (representing the Capitol Corridor Joint Powers Authority), Maine 

(reprcsenling the Northern New England Passenger Rail Authority), North Carolina, Virginia, 

and Wisconsin. {Id.) The formation of the SWG proved to be an auspicious developmeni in the 

Section 209 process becau.se it permitted a greater level of collaboration belween Amtrak and the 

Covered States. 

At the same lime, Amlrak and the Covered States recognized that the decision to pursue a 

collaborative approach to the development of a methodology would necessarily require 

significant deliberations. Accordingly, they agreed to extend the October 16, 2010 deadline for 

finalizing a methodology. {Id. % 33.) The open discussions with the Covered Stales continued 

unabated, and Amtrak and the SWG formed working committees to address specific aspects of 

the methodology they were developing, such as cost definitions and contracts. {Id. 1[ 27.) 

Simultaneously, the SWG began a series of briefings - which continued on a regular 

basis throughout the remainder of the process - to ensure that all Covered States (and various 

regional groups of the Covered States) were kept abreast of ongoing developments. In January 

2011, Amlrak and SWG representatives briefed congressional staff on the status of discussions. 

{Id. ^ 40.) On February 4. 2011, Amtrak sent a letter to State representatives outlining the 

progress of the development of the Section 209 methodology. {Id. % 45.) In March 2011, 

Amtrak and the SWG briefed the Federal Railroad Administration ("FRA").^ {Id. 'I 54.) 

The SWG offered innovative approaches to aspects of the cost allocation scheme, which 

Amtrak was receptive to, and which were ultimately incorporated into the methodology. {Id. 

'̂  FRA staff members periodically participated in Section 209 meetings throughout the 

process. 



If 46, 63.) By April 2011, Amtrak and the SWG were refining the proposal, and on May 11 and 

12, they met to develop a final cost allocation methodology. {Id. 166.) 

After conferring over the next month and fine-tuning the proposal, on June 10, 2011, 

Amtrak and the SWG jointly released a draft methodology to the Covered Stales. {Id. f 70.) 

They held a conference call with the Covered States to discuss the proposal, solicited and 

evaluated comments from all Covered States, and ultimately revised the draft methodology in 

significant respects as a result of tho.se comments. {Id. TI 71-77.) By August, both Amtrak and 

the SWG considered the methodology to be in final form, and began the process of soliciting 

voluntary adoption. {Id. Til 78-80.) 

C. The Covered States' Responses to Amtrak's Request Under Section 209 for 
Voluntary Adoption and Implementation 

On Augu.st 31, 2011, Amtrak and the SWG produced the Agreed Methodology -

embodied in the "Final Version of the PRIIA Section 209 Cost Methodology Policy" attached as 

Exhibil A to the Johnson Declaration - which the Amtrak Board of Directors formally approved. 

{Id. % 79.) Amtrak then sought formal adoption of the Agreed Methodology from each Covered 

State. Section 209 does nol prescribe a particular procedure to be used by Amlrak and the States 

for formal adoption of the Agreed Methodology. Amtrak therefore established an "opt-in" 

procedure whereby each State would formally assent in writing to the voluntary adoption of the 

Agreed Methodology. {Id. TH 80, 86.) Thus, on September 1, 2011, Amtrak .sent letters to the 

Covered States transmitting a copy of the Agreed Methodology and summarizing the framework 

for the Agreed .Methodology, explaining the principles underlying the Agreed Methodology, and 

requesting voluntary adoption of the Agreed Methodology. As the letters slated, "concurrence . . 

. indicate[sj [the State's] acceptance of the methodology and policy as the ruling basis for any 

contraci with Amtrak for Section 209 services, with the understanding that such policy will 
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govern Amtrak's pricing for such .services beginning on October I, 2013." {Id. % 86.) The letters 

requested that the Covered States respond by September 30, 2011. {Id.) 

To date 15 of the 19 Slates have voluntarily adopted the Agreed Methodology. 

California, Connecticut, Illinois, Maine, Missouri, Norlh Carolina, Oklahoma, Oregon, Texas, 

Vermont. Virginia and Wisconsin all adopted the Agreed Methodology by signing the Amtrak 

letter without comment. {Id. % 87.) Michigan, New Hampshire, and New York adopted the 

Agreed Methodology wiih comments or conditions unrelated to the substance or implementation 

of the Agreed Methodology. {Id.) Massachusetts, Pennsylvania and Washington transporiation 

officials have recommended the Agreed Methodology to their respective governors. {Id. "I 89.) 

On November 17, 2011. Indiana notified Amlrak that it would nol voluntarily adopt the 

Agreed Methodology. {Id. % 90.) It offered no reason for its decision, nor did il offer any 

alternative approach for meeling the requirements of Section 209. Indiana's express rejection of 

the Agreed Methodology obviated any benefit to waiting for formal concurrence from 

Massachusetts, Pennsylvania and Washington before bringing the matter before the Board. "̂  

Amtrak's immediate filing of its petition is particularly justified in light of budget-cycle time 

constraints in several ofthe Covered States. 

III. The Agreed Methodologv Satisfies The Requirements of Section 209(a) 

The Board has a non-discretionary obligation under Section 209(c) to determine the 

appropriate methodology required by Section 209(a), and to implement that methodology. A 

determination by the Board that the Agreed Methodology satisfies the requirements of Section 

'° Notably, ofthe approximately 31 million passengers who between May 2010 and May 
2011 rode on routes covered by Section 209, less than one percent were traveling in Indiana. 



209(a) and the Board's implementation of the Agreed Methodology would be reasonable, and 

would satisfy the Board's statutory duty." 

Section 209 requires that any methodology for the allocation of costs on the State-

supported routes satisfy two requirements. First, the methodology must "ensure equal treatment 

in the provision of like services of all States and groups of Slates." P.L. 110-432, Div. B, Title 

II. § 209. Second, the methodology must "allocate[J to each route the costs incurred only for the 

benefit of that roule and a proportionate share, based upon factors that reasonably reflect relative 

use, of costs incurred for the common benefit of more than 1 route." Id. 

The selected methodology must address both operating costs and capital costs. Generally 

speaking, operating costs are those costs that are incurred and whose benefits are realized within 

the same accounting period, typically one year. Examples of operating cosls include fuel 

purchases and wages - fuel is purchased and used, and employees work and are paid, within a 

single time period. Capital costs, on the other hand, generally are tho.sc costs incurred for assets 

that are acquired in one period but are u.sed for an extended time - for instance, a rail car 

purchased in one year and used for 30 years. 

The Agreed .Methodology meets the requirements of Section 209. It ensures equal 

treatment of all Covered States in the provision of like services. Further, it allocates to each 

route the operating and capital costs incurred only for the benefit of that route, and allocates to 

'' The proper inierprelation of Section 209 is a matter of first impression. Because the 
Board is charged with implementing Section 209, the Board's interpretation of Section 209 will 
be entitled to Chevron deference. See Bhd. of R.R. Signalmen v. Surface Transp. Bd., 638 F.3d 
807, 811 (D.C. Cir. 2011) (citing Detroit/Wayne County Port Auth. v. ICC, 59 F.3d 1314, 1315 
(D.C. Cir. 1995) (citing Chevron USA Inc. v. Natural Re.s. Def Council, Inc., 467 U.S. 837 
(1984))). Thus, the courts will "defer lo any 'permissible interpretaiion of the statute' offered 
by" the Board. HolRail, LLC v. Surface Transp Bd., 515 F.3d 1313, 1316 (D.C. Cir. 2008) 
(quoting Chevron, 467 U.S. at 843). See al.so, e.g., W. Coal Traffic League v. Surface Transp. 
Bd., 216 F.3d 1168, 1173 (D.C. Cir. 2000) (deferring to the Board's "rea.sonable" interpretation 
of stalule addressing matters under Board's purview). 
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each route a proportionate share of both operating and capital costs incurred for the benefit of 

more than one roulc. Moreover, the Agreed Methodology has garnered the approval of Amtrak 

and the vast majority of the Covered States. It represents the hard work of those stakeholders 

who were willing to engage in the statutorily-required consultative process. 

A. The Amtrak Performance Tracking System 

In 2005, the Consolidated Appropriations Act, P.L. 108-447, directed the Secretary of 

Transportation to develop a methodology to determine the cost of each Amtrak route, bolh in 

avoidable terms {i.e., how much Amtrak could save were the route cut) and fully allocated terms 

{i.e., including all system-wide costs). Among other things, the new system was intended to 

simplify the calculation of costs associated wilh any parficular route. 

The FRA, on behalf of the Secretary of Transportation, engaged the Volpe National 

Transportation Systems Center to assist in the development of the APT system.'' APT's first 

innovation was to group all cost centers into mutually exclusive "families" and in some cases 

"subfamilies." The families included: 

• Maintenance of Way ("MoW") 

• Maintenance of Equipment ("MoE") 

• Operations - Transportation {e.g., fuel, train and engine labor, yard operations) 

• Sales & Marketing 

• Stations 

• General & Administrative 

• Capital 

• Utilities 

• Police, Environmental & Safety 

'" The FRA's report to Congress explaining the APT system is aitached as Exhibit D to 
the Johnson Declaration. 
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In all, APT tracks about 1,600 cost centers. This level of granularity allows for a more 

detailed route-level assessment of costs than previously possible. More importantly, the system 

allows all cost centers performing similar activities to be treated in a like manner. For instance, 

under APT the cost associated with a train and engine crew on a route in Indiana would be 

accounted for in the same manner as the cosl associated with a crew on a route in Virginia. 

In APT, direct costs and those costs most closely linked to train operalions are often 

coded directly to specific trains. Cosls that are less directly linked to particular routes are 

allocated to trains on a pro rata basis, based on relevant statistics related to those costs. This 

approach is used to allocate not only operating costs, bul also capital costs. 

B. The Negotiation of the Agreed Methodology 

Because APT permits the full allocation of both operating and capital costs for the State-

supported routes, APT could, with only minor modifications (the pro rata division of costs on 

multi-state corridor and base-increment NEC corridor routes), be an "appropriate methodology" 

under Section 209(a). because it "ensures . . . equal treatment in the provision of like services of 

all Stales," and "allocates to each route the cosls incurred only for the benefit of that route and a 

proportionate share . . . of costs incurred for the common benefit of more than 1 route." But 

Amlrak recognized that an additional intention of Section 209 was to offer Amtrak and the 

Covered States an opportunity to develop a consensus approach. So while Amlrak could have, 

as early as last year, simply petitioned the Board to implement the APT system as the Section 

209 methodology, it instead continued to work with the Covered Slates (largely through the 

SWG) to address their questions regarding APT and develop a methodology that would be 

satisfactory to Ihcm. 

Under the Agreed Methodology, operating costs are calculated for each route as follows: 
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Third-Party Costs + Route Costs (costs closely associated with a route) + 
Support Fees (additives for certain route costs to account for system-wide 
charges that must be allocated on a route level) - Allocated Revenue (such 
as pas.senger fares) = Net Slate Costs.'^ 

Capital costs include equipment, Amtrak-owned fixed assets (such as rights of way and joint 

stations), and other investments in non-Amtrak assets (for which Amtrak pays -a pro rata share lo 

the owner depending on use). The key elements of the Agreed Methodology are di.scussed more 

fully below. 

1. The Agreement Regarding the Definition and Full Allocation of Route Costs 

Under the APT system, costs directly attributable to a route are fully allocated to that 

route. There was general agreement between Amtrak and the SWG that direct cosls should 

continue to be allocated fully to specific routes using the APT system, and that certain shared 

costs are sufficiently route-specific to be classified, along with direct costs, as Route Costs.'"* 

The Route Costs include: 

Train and engine ("T&E") crew labor 

Car and locomotive maintenance and turnaround service 

On board service labor and provisions {i.e., food service) 

Route-specific advertising 

Sales and distribution 

Reservations and call centers 

Route stations 

Shared stations 

Commissions 

'"̂  Attached as Appendix E to Exhibit A of the Johnson Declaration is a chart showing a 
breakdown of both operating and capital cosls as allocated under the Agreed Methodology. 

''* Likewise, the actively participating stakeholders agreed that passenger-related and 
other revenue should be credited to individual routes. Revenue allocation is an important part of 
the Agreed Methodology because it offsets the allocated costs. 
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• Customer concession 

• Connecting motor coach 

• Local and regional police 

• Block and tower operations 

• Terminal maintenance of way 

• Insurance 

Under the Agreed Methodology, all of these costs remain fully allocated to the specific 

routes with which they are as.sociated. 

2. The Development of Addifives to Allocate Support Fees 

While there was immediate consensus that the allocation of Route Costs should be 

carried over from APT into the new methodology, the SWG was concerned aboul APT's 

application to certain costs, such as administration and markeling. For example, under APT 

certain costs relating to maintenance of equipment - for instance, a large hoist at Amtrak's 

backshops in Beech Grove, Indiana - are allocated on a pro rata basis to routes across the 

country. While the SWG agreed that these sorts of costs should be appropriately allocated across 

routes, it was averse to a methodology that included line-item minutiae of that sort. The SWG 

therefore suggested using "Additives" to allocate what it termed "Support Fees" - that is, costs 

that were not directly associated with any particular route, bul instead benefited several different 

routes. (Johnson Dec. 146.) 

Under the SWG proposal, these Additives would be used to calculate the appropriate 

allocation of Support Fees to specific routes. The SWG's proposal called for the Support Fees to 

be calculated as a percentage of the Route Costs. The proposal called for six categories of 

Support Fees: 

• The Support Fee for T&E crew support would be a percentage of the T&E crew 
labor Route Costs; 
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• The Support Fee for maintenance of equipment would be a percentage of the car 
and locomotive maintenance and turnaround service Roule Cost; 

• The Support Fee for on-board .services would be a percentage of the crew and 
provisions Route Costs; 

• The Support Fee for marketing would be a percentage of total revenue; 

• The Support Fee for system-wide policing (beyond the Route Costs for local and 
regional police) would be a function of passenger miles; and 

• The Support Fee for general and administrative costs would be a percentage of 
total Route Costs. 

Amtrak was receptive to the SWG's proposal, notwithstanding that il represented a 

departure from the way Amtrak had historically viewed and charged for State-supported 

services. From the perspeclive of the Covered States, it would be more reasonable to include a 

budget Ibr these sorts of Support Fees, rather than, for instance, a line item for a pro rata share of 

the cost of a hoist in Indiana. 

Amtrak and the SWG worked together to determine levels of Support Fees that would 

meet Section 209(a)(l)'s requirement that the methodology "ensure[J . . . equal treatment in the 

provision of like services of all States and groups of Slates." For some Support Fees, this 

required that the applicable rates vary by region in order to account for differences in the costs of 

applicable services in the various regions. Amtrak and lhe SWG determined these rales based on 

analysis of APT data regarding shared costs: support cost data from APT was converted into 

rates consistent across all trains on State-supported routes, or across all Irains wilhin a region (in 

order to account for the regional variations affecting some categories of costs). The proposed 

initial T&E crew Support Fees include a base of 12.90% for all rcgions, and then an additional, 

variable rate ranging from 13.50% for the Central Division to 24.30% for New York.''' This 

'"̂  The variable rates for other divisions are: Mid-Atlantic, 18.40%; Mid-
Atlantic/Southern, 20.20%, New England, 16.50%, Pacific, 19.50%, Southern, 20.607c, and 
Southwest, 16.30%. Appendix E to Exhibit A of the Johnson Declaration contains a complete 
list of proposed initial Additive rates. 

15 



ensures equal treatment for like services because it recognizes higher costs where they are 

actually incurred. 

Similarly, the actively participating stakeholders agreed to a marketing additive of 2.80% 

for base-increment NEC corridor routes and routes with one terminal in Chicago, and 1.90% for 

all Olher routes. With this approach, Amlrak and lhe SWG recognized that costs are not uniform 

across all Covered States. Thus, they were able to satisfy Seclion 209's dual requirements of 

equal treatment of States and appropriate allocation of costs.'^ 

3. The Developmeni of a Maintenance of Way Allocation 

Amtrak also worked with the SWG to develop a maintenance-of-way allocation. 

(Johnson Dec. Til 15, 22.) Many of the rights of way used by the routes covered by Section 209 

are owned by freight railroads and are acces.sed by Amtrak at incremental cost under the RPSA, 

but some rights of way covered by Section 209 are owned by Amtrak. If Amtrak were lo charge 

the APT allocations for Amtrak-owned rights of way, this could resull in dramatically different 

costs per track mile depending on right of way ownership. That was the situation facing, for 

instance, the Wolverine route, which contains approximately 100 miles of Amtrak-owned right 

of way. States supporting routes affected by this issue faced steep cost increases. 

The Agreed Methodology reduces the discrepancies caused by these anomalies by 

removing the APT maintenance of way charges for Amtrak-owned rights of way and replacing 

'̂  While these are the current rates proposed under the Agreed Methodology, it is, of 
course, possible that changes may be necessary after the Agreed Methodology is in effect. 
Indeed, Congress recognized this very possibility in Section 209(b), which says that Amtrak, 
after consulting with the Covered Slates, "may revise or amend the methodology established 
under subsection (a) as necessary, consistent with the intent oflhis section, including revisions or 
modifications based on Amtrak's financial accounling system developed pursuant to Section 
203(b) of this division." Thus, if Amtrak determines that changes are necessary wilh regard to 
the rates or any other aspect of the Agreed Methodology after the Board determines and 
implements the Agreed .Methodology, Amtrak will consult with the Covered States and revise or 
amend the Agreed Methodology as necessary. 
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them with a "synthetic host railroad charge," which is consistent with the cosls typically charged 

to Amtrak by host railroads for incremental operating and mainlenance expenses. While this 

approach does not capture all of the relevant maintenance-of-way costs, it takes some of the sting 

out of the transition to a new cost allocation methodology, ensures that State payments are 

similar irrespective of right of way ownership, and was instrumental in developing a consensus. 

As with maintenance of way cosls, some other costs - specifically, the Additives 

associated with the marketing and general and administrative costs - were negotiated with the 

Slates, resulting in allocations that differ from APT. As a result, under the Agreed .Methodology, 

the Covered States will ultimately pay less than 100% of the full costs.'' This was satisfactory to 

all participants and, as they determined, satisfies the requirements of Section 209 by allocating 

costs in a manner that is fair and equitable to each Stale and each roulc. 

4. The Allocation of Capital Costs 

APT was designed as a system for reporting fully allocated costs for Congressional 

reporting and managerial purposes. Il is well-designed for those purposes, and in many respects 

lends itself well to use in the Section 209 cost-allocation context. However, the SWG concluded 

that some of the more accounting-focused aspects of APT - in particular, ils use of a concept 

similar to depreciation for determining capital costs - might not translate to use for Section 209 

cost-allocation. While depreciation allows for the costs of an asset to be spread across several 

years, it is disconnected from the actual cash expended at the lime the as.set is acquired. 

According to the SWG, an allocation based on a non-cash measure like depreciation would not 

be a good fit for the Covered States' budgeting and procurement processes. As a result, Amtrak 

" The less than 100% of total costs results from the synthetic host railroad charge and 
certain additives. Third-party and direct route cosls are 100% allocated. 
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and the SWG set out to develop a more appropriate methodology for allocation ofcapital costs. 

(Johnson Dec J 60, 78.) 

Amtrak and the SWG agreed to use inveslment-based capital charges based on actual 

capital spending, allocated to each route and assessed to each State during the term of its 

contract. The capital charges are used for three types of assets: equipmeni, Amirak-owned fixed 

assets, and other investments in third-party assets. The Agreed Methodology calls for Amlrak to 

assess a charge for exisling and new equipment (typically rolling slock) on a pro rata basis, 

based on the number of unils used on a roule over the year. Annual capital charges for Amtrak-

owned fixed assets, such as stations and rights of way, must be asses.scd on an individualized 

basis, given the unique nature of each asset. And capital charges for other investments, such as 

those in assets owned by other railroads, are to be allocated on a pro rata basis ba.sed on actual 

usage. This methodology allows Amtrak to renew the necessary as.sets associated with Section 

209 routes, while offering the Covered States an approach that meshes well with their legislative 

budgeting and funding processes. 

C. The Agreed Methodology Meets the Statutory Criteria 

As demonstrated above, the Agreed Methodology meets the requirements of Section 

209(a). Operating costs directly attributable to or closely associated with a specific route are 

fully allocated to that route. {See Johnson Dec, Exh. A at 5.) Operating costs that benefit 

multiple routes are allocated using support fees, which allocate costs on a pro rata basis while 

taking into account, where appropriate, regional cost differentials. {Id. at 5-7 & Appx. E.) 

Likewise, capital costs are allocated on a pro rata basis. {Id. at 8-9.) Costs associated with 

trains whose routes include both the NEC corridor and a State-supported corridor are allocated 

between Amtrak and the relevant States on a pro rata basis. {Id. at 4.) Finally, where a route 

crosses more than one State, costs associated with that route are allocated among the affected 
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States on a basis to be determined by the affected States themselves. {Id. at 3-4.) Accordingly, 

the Agreed Methodology ensures equal treatment among the Covered States, and it allocates all 

required costs. 

I. Equal Treatment 

Under the Agreed Methodology, each State is on equal footing. Any cost directly 

attributable to or closely associated with a route is fully allocated to that route. In the event a 

route covers more lhan one Stale, or bolh the NEC corridor and a route in the State, the State is 

allocated only the costs associated with the non-NEC portion of the route within that State. In 

short, cosls incurred in a State are allocated to that State. No other conceivable plan could more 

fully ensure equal treatment ofthe provision of like services with respect to these costs. 

Likewise, the Agreed Methodology's approach to the allocation of costs attributable to 

more than one route best satisfies the requirement of Section 209(a)( I). The use of Additives 

and Support Fees ensures an equitable allocation of those costs that cannot easily be attributed to 

any single route, in a transparent and simplified manner. Moreover, the use of variable additives 

allows the Agreed Methodology to account for regional differences in cosls where appropriate. 

This nuanced approach reflects the reality that a one-size-fits-all algorithm for shared costs 

would not, in fact, result in truly equal treatment in the provision of like services. Further, the 

specific values used for the Additives are the product of extensive empirical analysis undertaken 

by Amtrak and reviewed by the SWG. Indeed, perhaps the strongest evidence that the Agreed 

Methodology provides for equal treatment is the fact that it was the SWG itself that proposed the 

Additive approach. 

Finally, the Agreed Methodology's approach to allocation of capital cosls treats each 

State in a like manner. Notably, each category ofcapital costs - rolling stock, fixed assets, and 
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investments in third-party as.scts - utilizes the most appropriate variable as the basis for the 

calculation oi pro rata shares Ibr that particular category, in order to ensure equitable allocation. 

That equitable allocation results in equal treatment of Covered States, and clearly satisfies the 

requirements ofthe statute. 

2. Allocation to Each Route of Costs Incurred for That Route's Benefit 

For largely the same reasons the Agreed Methodology satisfies the requirements of 

Section 209(a)(1), il also satisfies Section 209(a)(2). It fully allocates the costs directly 

associated with routes. Further, it uses appropriate factors, including passenger miles and train 

miles, that "reasonably reflect" the benefit each route enjoys from both operating and capital 

costs incurred for the benefit of more than one route. This blended approach to cost allocation 

has met with the approval of both Amtrak and the vast majorily of the Covered Slates. 

IV. Conclusion 

For the reasons Stated above, the Agreed Methodology satisfies the Section 209(a) 

statutory criteria, and the Board's determination that the Agreed Methodology is the appropriate 

methodology under Section 209(a) would be reasonable, as would the Board's requiring the 

implementation of the Agreed Methodology. Amlrak thus respectfully requests that the Surface 

Transportation Board grant its petifion, determine that the methodology set out in the August 31, 

2011 PRIIA Section 209 Cost Methodology Policy satisfies the requirements of Section 209(a), 

and require the full implementation ofthe Agreed Methodology. 
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Passenger Rail Investment and Improvement Act (PRIIA) of 2008 
Section 209 Cost Methodology Policy 

Recommended by the State Working Group (SWG) and Amtrak Staff 

FINAL VERSION 8/31/11 

Overview 
Under the provisions of PRIIA Section 209, all short-distance Amtrak corridor services must become state-
supported routes and states must pay the proportional costs associated with their respective corridor route. 
This document describes the "single, nationwide standardized methodology for establishing and allocating the 
operating and capital costs among the States and Amtrak." This methodology applies to services provided by 
Amtrak over routes "of no more than 750 miles between endpoints," as described in section 24102(5)(B). 
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Appendix A provides a list of affected routes; Appendix B provides the text of Section 209 and related statutes. 
Currently, approximately 36 of the total 110 corridor routes are either partially or completely supported by 
Amtrak. Once Section 209 is implemented, all such corridors routes will be priced in a transparent, fair and 
equitable manner. Amtrak and states were charged with collaboratively creating a cost methodology to 
establish a basis for sharing operating costs plus an annual capital charge for Amtrak-owned equipment and 
facilities used for intercity passenger rail service. 

This policy statement outlines the methodology Amtrak will use to compute: 

operating expenses for routes using a formulation that defines direct route costs and associated 
additives, and 

capital charges for the use of Amtrak-owned assets. 

The Amtrak Performance Tracking (APT) system - Amtrak's recently-implemented cost accounting system, that 
is linked to Amtrak's financial and operating systems ~ provides the cost basis that the SWG and Amtrak used to 
evaluate options for assigning service area route costs. 

The Federal Railroad Administration (FRA) met with the SWG and Amtrak to address the issue of transition 
assistance to the states during the phase in of the new methodologies for route and capital costs. This policy 
outlines clearly that states are responsible for the costs associated with the new capital charge. However, the 
FRA recognizes that states will face a financial burden as they implement the new cost-sharing approach. While 
the details of transition assistance have not been fully developed, the FRA has committed to working with the 
states and Amtrak on transition assistance. 

Basis for Allocating Costs 
Many railroad costs—both costs directly related to the services provided and those shared among services—are 
by their nature provided through jointly used crews, crew bases (locations where train crews report for work), 
support teams/facilities, maintenance facilities, and stations. As such, cost allocation methods and procedures 
are needed to fairly apportion these costs. The Amtrak Performance Tracking (APT) system will provide the 
basis for allocating "to each route the costs incurred only for the benefit of that route and a proportionate 
share, based upon factors that reasonably reflect relative use, of costs incurred for the common benefit of more 
than one route". 

In some cases, Amtrak and states may agree to use supplemental financial data to adjust the results of APT, 
including, but not limited to, local systems for measuring fuel consumption that are not available nationally. 
Pursuant to part (b) of Section 209, if changes to Amtrak's financial systems result in a material change to the 
results of APT, Amtrak will work with its state partners to update this policy in a manner consistent with the 
intent of Section 209. 

Operating Scenarios 
State-supported routes are classified into three operating scenarios: 

Single State Corridor Trains. These corridor trains do not cross state lines and do not use the NEC "spine" 
(Boston-Washington). 

Multi-State Corridor Trains. For corridor trains that cross state lines but do not use the NEC "spine" 
(Boston-Washington), the states on the train route shall develop an equitable method for sharing the costs 
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and revenues from the trains. Amtrak will provide the affected states with information to assist in reaching 
agreement. 

Base-Increment NEC Corridor Trains (Single- and Multi-State). In Section 209, the Northeast Corridor (NEC) 
IS defined as "the continuous Northeast Corridor railroad line between Boston, IVIassachusetts and 
Washington, District of Columbia" in section 24102(5)(B). Trains having some part of their route both on the 
NEC and on a state-supported corridor are considered Base-Increment trains. In the case of base-Increment 
NEC corridor trains, APT allocates costs between the state leg and the NEC leg for accounting purposes in 
various ways. The allocation explanations for specific expenses are described in the APT documentation 
available on the FRA website, both in summary in the Main report and in detail in Appendix A. 

The following general conditions apply to Base-Increment trains: 

Route Costs (defined below) common to both legs are prorated based on whether costs are incurred 
on the state leg or on the NEC. For instance, turnaround servicing is allocated by tram miles on the 
NEC and state leg. Non-turnaround maintenance is allocated by both time and mileage-based 
statistics prorated for the amount of time a train spends on either the NEC or the state leg. 

Trains that travel through multiple states off the NEC shall develop a mutually agreeable method for 
sharing the costs and revenues of the trains. 

"Through revenue" is revenue from trips with one endpoint on the NEC and one endpoint on the 
state-supported leg. Through revenue will be credited to the state in one of two ways, to be 
determined by the state and established in the agreement: 

o Passenger Mile Split. Through revenue will be split between the state and Amtrak 
proportionate to miles traveled off and on the NEC. Under this method, Amtrak is 
responsible for all operating and capital costs when the train is on the NEC leg. Capital 
charges for equipment will be split between the state and Amtrak reflecting service both 
on and off the NEC, allocated based on the time-based Units Used statistic. Capital 
charges for fixed assets will be for the state leg only. 

c Through Revenue Plus Passenger Mile Charge. States will continue to be charged costs 
for the state leg as described above. Through revenue will be credited to the state, 
along with a charge per passenger mile for the costs of through riders traveling on the 
NEC. This per passenger mile charge will represent the state's share of Amtrak's: 

• Fully allocated NEC operating costs, as pro rated by all available Amtrak 
Northeast Regional seat miles; 

• Equipment capital overhaul costs, as pro rated by all available Amtrak Northeast 
Regional seat miles 

• Fully allocated fixed asset Normalized Replacement capital costs as defined in 
Appendix C, pro rated by all available Amtrak NEC seat miles; and 

• 20% of any fixed asset State of Good Repair Backlog capital costs as dehned in 
Appendix C, pro rated by all available Amtrak NEC seat miles. 

These charges will be fixed for the term of the contract between the state and Amtrak 
and applied against actual passenger miles. However, this through revenue policy may 
be amended by Amtrak and the affected states if the outcome of the PRIIA Section 212 
cost allocation process requires changes to this policy. 
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In addition to the operating scenarios described above, some state-supported routes travel for part or all of the 
entire route on right-of-way owned by Amtrak outside the NEC; these routes are described in Appendix D. In 
these situations, Amtrak will remove the maintenance of way expenses for these segments as allocated in APT, 
and replace them with a synthetic host railroad charge. This charge is consistent with the costs that are typically 
charged to Amtrak by host railroads for incremental operating and maintenance. For right of way that Amtrak 
purchases or assumes maintenance responsibility for not listed in Appendix D, Amtrak and the state will 
negotiate such maintenance and related charges on a case-by-case basis. 

Methodology for Determining Operating Costs 
Under the proposed S209 Methodology, the Service Fee will include: 

100 percent of the "Third Party Costs" associated with its corridor service; 

100 percent of the verifiable Route Costs associated with its corridor service; 

Support Fees proportional to its corridor service; and. 

Credit for passenger and other allocated revenue, resulting in the Net State Cost. 

Third Party Costs: 
Actual Third Party Costs will be charged to the state corridors. Third Party Costs are comprised of: 

• Host railroad maintenance of way; 

Host railroad performance payments; and 

Fuel and power charges. 

Route Costs: 
Route Costs are operating costs closely associated with the operation of a route. Route Costs can clearly 
be evaluated and tracked by Amtrak and the states in the direct provision of service on a corridor train. 
Route operating costs include the following categories as allocated by the APT system: 

Train and engine crew labor 

Car and locomotive maintenance and turnaround service 

On Board Service Labor and provisions (Food Service) 

Route Advertising, 

Sales & Distribution 

Reservations and Call Centers 

Route Stations 

Shared Stations 

Commissions 

Customer Concession 

Connecting Motor Coach 

Local & Regional Police 

Block & Tower operations 

Terminal Maintenance of Way 

Insurance 
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Support Fees: 
Some cost categories have an additional level of regional and national support not included in the Route 
Costs, and therefore also include Support Fees that are proportional to the service provided. Support 
Fees are determined by applying category-specific additives to an associated route cost or other aspect 
of service, (i.e. revenue or passenger miles). These additives were developed by converting support 
cost data from the APT system into rates that would be consistent across all trains in a region, or in 
some cases, all state-supported trains. 

For example, Amtrak provides mechanical support, facilities and services that can reasonably be 
apportioned between Amtrak's business lines - the Northeast Corridor (NEC) trains, long-distance trains 
and state-supported trains. The Maintenance of Equipment (MoE) support fee represents the portion of 
those costs allocated to state-supported trains and is determined by applying an additive rate to the Car 
& Locomotive Maintenance and Turnaround route cost. 

There are six categories of Support Fees are determined as follows: 

Train & Engine Crew Support (T&E): A combination of system and division additives applied to Tram 
& Engine Crew Labor route costs. All corridors will be charged a system additive which is fixed (12.9 
percent) and a division additive which is variable (13.5-24.3 percent). The division additive is based 
on the Amtrak region in which the corridor operates and is linked to the management structure 
within Amtrak that is responsible for service delivery by train crews. The T&E system additive rate 
excludes costs from Amtrak's Consolidated National Operations Center (CNOC), which are 
considered a "backbone" cost. 

• Maintenance of Equipment (MoE): A fixed system additive (27percent) applied to the Car & 
Locomotive Maintenance and Turnaround Route Cost. The MoE additive rate excludes backshops 
and fleet engineering costs, which are considered a "backbone" cost. 

On Board Services (OBS): A fixed system additive (10 percent) applied to the OBS Crew & Provisions 
Route Cost. 

• Marketing: A variable regional additive (1.9 - 2.8 percent) applied to total revenue. The marketing 
additive is based on the degree to which a state corridor is connected to the NEC or to a major 
Amtrak hub station. Corridors that fall into those categories will have a higher additive associated 
with Amtrak's higher level of shared marketing in those regions. 

Police: A fixed system additive ($.005) applied to passenger miles. 

General & Administrative: A fixed system additive (2 percent) applied to Total Route Costs. 

The additive rate will remain the same for three years beginning October 2012, unless there is a significant 
unforeseen event, such as a significant decrease in Amtrak's Federal funding or a significant change to the size of 
Amtrak's network. A change in the additive rate during the three-year term must be approved by Amtrak and 
the states. At the end of the three year period, Amtrak will propose adjustments to the additive rates if they are 
necessary. States and Amtrak must mutually agree on additive rate adjustments. 

The table below illustrates the S209 Operating Cost Pricing Methodology. The definitions of cost categories and 
additives are described in more depth in Appendix E. 
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S209 Operating Cost Pricing Methodology 

ROUTE COSTS 

Tram & Engine Crew Labor 

Car & Locomotive Mamtenance 
& Turnaround 
On Board Service (OBS) Crew & 
Provisions 

Route Advertising 

Sales & Distribution 

Reservations & Call Centers 

Stations-Route 

Station-Shared 

Commissions 

Customer Concessions 

Connecting IVIotor Coach 

Regional/Local Police 

Terminal Yard Operations 

Terminal Maintenance of Way 

Insurance 

Total Route Costs 
(Sum of Above) 

+ SUPPORT FEE 

T&E Route X (Division Additive* + 
System Additive (12.9%) 
Car & Loco Route Cost X System 

* Additive (27%) 

+ OBS Route Cost X10% OBS Additive 

= 

l\Aarketing Additive * x Passenger and 
Allocated Revenue* 

= 

= 

= 

= 

= 

= 
Passenger Miles x 

* Police Additive ($0,005) 

= 

= 

= 
Total Route Costs x General & 

Administration Additive (2%) 

Host RR Maintenance of Way + 
Host RR Performance + Fuel & Power 

= 

-

= 

OPERATING COSTS 

Total Train & Engine Crew 
Labor 
Total Maintenance of 
Equipment 

Total On Board Services 

Total Route Advertising 

Total Sales & Marketing 

Total Res & Call Center 

Total Route Stations 

Total Shared Stations 

Total Commissions 

Total Concessions 

Total Motor Coach 

Total Police & Security 

Total Terminal Yard Ops 

Total Terminal MoW 

Total Insurance 

General & Administrative 

Route Service Fee 
(Sum of Above) 

3'" Party Costs 

Total Operating Costs 
Service Fee + f^ Party Costs 
Less Passenger and Other 
Allocated Revenue 

NET STATE COST 

*Denotes variable additive. Reference Appendix E 

Passenger and Other Allocated Revenue 
Passenger revenues include ticket revenue and food and beverage revenue attributable to a particular route. 
Other Allocated Revenue includes miscellaneous revenue related to a route's passenger train operations, such 
as ticket by mail fees, loyalty marketing revenue, commissions from sales of third-party services during the 
reservations process (call/Internet "tipping"), package express where applicable, and other. 

Optional Services and Pricing 
States may wish to independently contract with alternative service providers for some services rather than 
Amtrak. For example, states may contract directly with vendors for food service, equipment maintenance, and 
other components of their services. Working with independent service providers may have an impact on the 
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level of service that Amtrak can provide for a state. In these cases, costs that are not incurred by Amtrak would 
not be included in cost estimates or service reimbursements. 

Operating Surplus 
In the case where a route achieves an operating surplus, that route's surplus funds will be applied as follows: 
first, to operating payments for other routes supported by that state; second, to equipment capital charges for 
that state; third, for agreed upon fixed asset capital charges for that state; fourth, for future operating and 
capital payments by that state. 

Methodology for Determining Capital Costs 
Amtrak makes substantial capital investments in equipment (rolling stock) and other fixed assets needed to 
deliver passenger rail services. Under this policy, Amtrak will charge states for a share of these investments 
proportional to their use in state-supported services. Based on Section 209 requirements, the capital charge, or 
capital use charge^, will be allocated to each route; each sponsoring state is responsible for funding its capital 
charge. Amtrak will work with states to find federal and other sources of funds to assist with the capital charge. 

The capital charge will be forward looking and investment-based. Amtrak will assess an annual capital charge to 
each state for the following asset types: 

Equipment - existing and new Amtrak-owned; 

c For existing rolling stock, states will be charged a pro rata share, based on Units Used, of capital 
overhauls performed on the equipment classes they use to assure the assets remain FRA 
compliant and in a state of good repair 

o For rolling stock procured in the future by Amtrak, states will be charged a pro rata share of the 
purchase price, financing cost, and capital overhauls reflecting costs paid by Amtrak 

o Capital equipment charges will vary from year to year based on the life cycle maintenance plan 
associated with the equipment type. 

Other Amtrak fixed assets, including joint stations and Amtrak-owned rights of way; 

o This policy contains no formula-based fixed asset capital charge for Amtrak's other fixed assets 
such as stations and other facilities. Because of the unique nature of the fixed assets on each 
route, Amtrak and the states will develop an investment plan to maintain fixed assets in a state 
of good repair on a case-by-case basis during contract negotiation. States and Amtrak, as 
necessary, will be responsible for their pro rata share of any capital investments required on 
these Amtrak owned assets based on usage of these assets by state-supported and other users 
such as Amtrak long distance and/or commuter. 

o Amtrak will work with states to jointly identify and prioritize route-specific capital projects 

• Other investments in assets not owned by Amtrak but required to maintain or enhance service. 

o Some routes make use of assets owned by third parties such as host railroads or state and local 
governments. States and Amtrak, as necessary, will be responsible for their pro rata share of 
any capital investments required on these non-Amtrak owned assets based on usage of these 
assets by state-supported and other users such as Amtrak long distance and/or commuter. 

' Depending on specific state needs, the charge for capital investment on a state corndor can be characterized as a capital charge or a capital 
use charge For purposes of this document, the term 'capital charge' encompasses boVr\ characterizations 
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A complete description of capital cost categories is included in Appendix E. 

Amtrak will develop a defined five-year investment program in cooperation with each state that describes the 
capital investments to be made over the period and the payments expected from the states throughout the 
period to support the five-year capital program. The program will be adjusted as needed in each annual 
contract update. 

The five-year program would include detailed, verifiable program work elements to be accomplished by Amtrak 
in support of state services annually. In the case of investments/overhauls for equipment used in multiple 
routes, a sharing relationship will be negotiated at the beginning of each fiscal year based on the route's actual 
use of equipment as recorded by the APT system and adjusted for any changes in service expected in the 
upcoming year. 

Amtrak will use the best available data to provide the state with an estimate for its capital charge prior to 
signing an agreement for state supported service. At the end of the contract period, Amtrak will reconcile that 
estimate to the actual capital investment by that equipment type and a state's use of equipment, as previously 
determined in each state's annual contract. 

In cases where Amtrak spent less on capital programs than planned, Amtrak will apply a credit balance to future 
years' capital charges. In cases where Amtrak spent more on capital programs than planned, there will be no 
adjustment to the current year's charge but an adjustment will be made on the subsequent year's charge based 
on look forward investment strategies. 

Amtrak will include the capital charge as a component ofeach state's Annual Operating Support Agreement. 
This capital charge will equal each state's pro rata share of the overhaul work described above. States may pay 
this amount from operating or capital funds, depending on a state's individual financial policies and/or grant 
sources. 

The timing of the billing for capital charges will depend on the timing of the planned capital expenditures. The 
monthly cash flow for the equipment charge would be determined as part of the development of the Annual 
Operating Support Agreement. 

Attribution of Previous State Capital Investments on the Amtrak Network 
Some states have made capital contributions to Amtrak assets in association with their services. For Amtrak-
owned equipment, states will be credited for the net present value of past capital investments in Amtrak 
equipment at the time of Section 209 implementation. This will compensate States for investments they have 
made in pooled assets used by multiple routes. These past equipment investments by States will allow all routes 
using that equipment type to schedule future capital replacements at a later date than would have been the 
case without the prior state investment. Amtrak will work with states to calculate the value of past capital 
investments in a mutually agreeable way. 

For fixed assets, whether owned by Amtrak or other third parties, the capital charge is based on planned 
investments, not past depreciation, and represents the funding needed to make the agreed-upon investments 
to sustain existing service levels. As a result, any credit that reduces the capital charge would reduce the funds 
available for investment, create a funding gap, and prevent the needed investment. Therefore, credit towards 
future fixed asset capital charges cannot be given within the framework of the Section 209 policy for prior 
investments made by a state in Amtrak or third party assets. Notwithstanding the inability to fund a fixed asset 
credit, past State investments in Amtrak or other fixed assets should result in a longer service life for the asset. 
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and a resulting reduction and/or deferral in the amount of future capital investments, as well as maintaining 
and/or improving a route's operating performance. 

Forecasts of Funding Requirements for State Supported Contracts 
Amtrak develops five-year revenue and cost forecasts as part of its annual business planning process. For each 
state-supported route, Amtrak will estimate projected costs for the contract period and share them with states. 
For existing services that are not changing in the forecast period, Amtrak will rely on historical APT data together 
with out-year cost forecasts provided by Amtrak to predict the results. In cases where service levels 
(frequencies, schedule changes, etc.) are changing, Amtrak will forecast revenue and expense changes using 
ridership, revenue, and cost estimation models which are directly related to the expected changes in service 
levels. 

State Corridor-Amtrak Contract Template 
Amtrak and the SWG developed a contract template for states and Amtrak to use as they work together to 
develop their contract for services. The contract template addresses the key issues that states and Amtrak must 
discuss and address in some fashion to develop their agreements for the contract period. The contract template 
can be customized to reflect state differences. Appendix f outlines the proposed contract template 

Transition from Prior Costing Methodologies 
Section 209 of PRIIA requires that the new methodology be fully implemented by October 16, 2013 - that date 
closely aligns with the beginning of Federal Fiscal Year (FFY) 2014 on October 1, 2013. States may transition to 
the Section 209 methodology at a mutually agreed upon time prior to October 1, 2013 provided this transition 
does not result in a reduction in net forecasted state payments to Amtrak compared to that State's prior 
methodology. Otherwise, all states will transition to the Section 209 methodology effective October 1, 2013. 

FRA staff met with the Amtrak and the SWG several times during the course of Section 209 methodology 
development. The FRA recognizes that the implementation ofthe new methodology will require increased 
financial support from states. FRA staff have committed to continuing their work with Amtrak and the states to 
develop a possible transition assistance plan to ease the impact of Section 209 on the affected states. The 
states, Amtrak and FRA recognize that any transition plan will need to ultimately be addressed by Congress. 
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Appendix A: Routes Affected by PRIIA Section 209 

Single-state'' 

Empire Service 

Lincoln Service (Chi-St 
Louis) 

Illini/Saluki 

Illinois Zephyr/Carl 
Sandburg 

Pacific Surfliner 

Capitols 

San Joaquins 

River Runner (KC-St 
Louis) 

Piedmont 

Multi-State (Non-NEC) 

Ethan Allen Express 

Maple Leaf 

Downeaster 

Hiawatha 

Wolvennes 

Heartland Flyer 

Cascades 

Adirondack 

Blue Water 

Hoosier State 

Pere Marquette 

NEC Base-increment 
(Single and Multi-State)' 

Vermonter 

New Haven - Spnngfield 

Keystone Service 

Boston/New Haven-
Lynchburg 

Washington-Richmond 

Pennsylvanian 

Carolinian 

Route 

Miles' 

461 

284 

310 

258 

350 

168 

315 

283 

173 

241 

545 

116 

86 

304 

206 

467 

381 

319 

196 

176 

611 

63 

195 

173 

187 

353 

479 

State-
Supported 

FY10* 

-

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

-

Yes 

Yes 

-
Yes 

Yes 

Yes 

Yes 

-
Yes 

Yes 

-
Yes 

Yes 

Yes 

-

Yes 

System 

Trains 

Yes 

Partial 

-

-

Partial 

-

-

-

-

-
Yes 

-

-
Yes 

-

Partial 

-

-

Yes 

-

-
Yes 

Partial 

-

Partial 

Yes 

-

State-Supported per 
PRIIA Sec 209 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

' For routes with multiple frequencies having different origins and destinations, represents the longest rail tnp possible on multiple trains 
~ FY10 State support does not include capital payment, or in some cases all trains on a route 
'' Routes with 95% or more route miles in one state are considered single state 
" Excludes route miles on NEC 
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Appendix B: Relevant Legislation 

SEC. 209. STATE-SUPPORTED ROUTES. 

(a) IN GENERAL—Within 2 years after the date of enactment of this Act, the Amtrak Board of Directors, 
in consultation with the Secretary, the governors of each relevant State, and the Mayor of the District of 
Columbia, or entities representing those officials, shall develop and implement a single, nationwide standardized 
methodology for establishing and allocating the operating and capital costs among the States and Amtrak 
associated with trains operated on each ofthe routes described in section 24102(5)(B) and (D) and section 
24702 tha t -

(1) ensures, within 5 years after the date of enactment of this Act, equal treatment in the 
provision of like services of all States and groups of States (including the District of Columbia); and 

(2) allocates to each route the costs incurred only for the benefit of that route and a 
proportionate share, based upon factors that reasonably reflect relative use, of costs incurred for the 
common benefit of more than 1 route. 

(b) REVISIONS.—The Amtrak Board of Directors, in consultation with the Secretary, the governors of 
each relevant State, and the Mayor of the District of Columbia, or entities representing those officials, may 
revise or amend the methodology established under 
subsection (a) as necessary, consistent with the intent of this section, including revisions or modifications based 
on Amtrak's financial accounting system developed pursuant to section 203 of this division. 

(c) REVIEW.—If Amtrak and the States (including the District of Columbia) in which Amtrak operates 
such routes do not voluntarily adopt and implement the methodology developed under subsection (a) in 
allocating costs and determining compensation for 
the provision of service in accordance with the date established therein, the Surface Transportation Board shall 
determine the appropriate methodology required under subsection (a) for such services in accordance with the 
procedures and procedural schedule applicable to a proceeding under section 24904(c) of title 49, United States 
Code, and require the full implementation of this methodology with regards to the provision of such service 
within 1 year 
after the Board's determination ofthe appropriate methodology. 

(d) USE OF CHAPTER 244 FUNDS.—Funds provided to a State under chapter 244 of title 49, United States 
Code, may be used, as provided in that chapter, to pay capital costs determined in accordance with this section. 

49 USC § 24102. Definitions 
(5) "national rail passenger transportation system" means -

(A) the segment of the continuous Northeast Corridor railroad line between Boston, Massachusetts, and 
Washington, District of Columbia; 
(B) rail corridors that have been designated by the Secretary of Transportation as high-speed rail corridors (other 
than corridors described in subparagraph (A)), but only after regularly scheduled intercity service over a corridor 
has been established; 
(C) long-distance routes of more than 750 miles between endpoints operated by Amtrak as of the date of 
enactment ofthe PRIIA [October 16, 2008]; and 
(D) short-distance corridors, or routes of not more than 750 miles between endpoints, operated by~{i) Amtrak; 
or (li) another rail carrier that receives funds under chapter 244. 

Declaration of Maximil ian R. Johnson - Exhibit A 



PRIIA Section 209 Pricing Policy Draft June 10, 2011 Page 13 

49 USC §24702. Transportation requested by States, authorities, and other persons provides: 
(a) CONTRACTS FOR TRANSPORTATION. Amtrak may enter into a contract with a State, a regional or local 

authority, or another person for Amtrak to operate an intercity rail service or route not included in the 
national rail passenger transportation system upon such terms as the parties thereto may agree. 

49 USC § 24904. General authority 
(c) Compensation for Transportation Over Certain Rights of Way and Facilities. - (1) An agreement under 
subsection (a)(6) of this section shall provide for reasonable reimbursement of costs but may not cross-subsidize 
intercity rail passenger, commuter rail passenger, and rail freight transportation. 

(2) If the parties do not agree, the Interstate Commerce Commission shall order that the transportation continue 
over facilities acquired under the Regional Rail Reorganization Act of 
1973 (45 U.S.C. 701 et seq.) and the Railroad Revitalization and Regulatory Reform Act of 1976 (45 U.S.C. 801 et 
seq.) and shall determine compensation (without allowing cross-subsidization between commuter rail passenger 
and intercity rail passenger and rail freight transportation) for the transportation not later than 120 days after 
the dispute is submitted. The Commission shall assign to a rail carrier obtaining transportation under this 
subsection the costs Amtrak incurs only for the benefit of the carrier, plus a proportionate share of all other 
costs of providing transportation under this paragraph incurred for the common benefit of Amtrak and the 
carrier. The proportionate share shall be based on relative measures of volume of car operations, tonnage, or 
other factors that reasonably reflect the relative use of rail property covered by this subsection. 
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Appendix C: Definition of NEC Capital Charges, Where Applicable 

Normalized Replacement Capital Charge- Replacement of assets on a regular schedule designed to mitigate 
cyclical imbalances in renewal needs. Normalized replacement is the estimated annual capital investment 
requirements to maintain infrastructure in a state of good repair once it is in that condition. 

State of Good Repair (SOGR) Backlog Capital Charge—An asset or group of assets that have received inadequate 
maintenance over a long period of time, or have not been replaced within standard life cycle. It may still be 
functioning as designed but face imminent heavy repair or replacement to overcome a "backlog" of regular 
maintenance which was not performed on schedule. For the Section 209 policy, SOGR Capital Charge will be 
calculated as incremental to the Normalized Replacement Capital Charge. 

Appendix D: Amtrak-Owned Right of Way Eligible for Synthetic Host Railroad Charge 

Amtrak-Owned Track Segment 

New Haven, CT - Springfield, MA 

Philadelphia, PA - Harrisburg, PA 

Porter, IN - Kalamazoo, Ml 

New York Penn Station - Spuyten 
Duyvil, NY 

Miles (Timetable) 

62 

104 

100 

10.7 

Routes Affected 

Springfield Shuttle 

Keystones, Pennsylvanian 

Blue Water, Wolverine 

Empire Service 
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Appendix E: Definition of Cost Categories Used in State-Supported Service 

vcisor M-1 C* 01 
Major Cost 
Category Cost Category 
Thirci Party 
Cos t s 

Host Railroad 
Mdintpnance of Way 

Host Railroad 
Perfonnance Incentives 

Fuel and Power 

Payments to host raii'-oads for incremental costs, primanly 
mfiintendnce of way abscx:iated with passenger operations 

Incentive payments to host rai -oads fbr meeting on-time and 
other peilbnTif^rKe targets 

Diese fuel and eectnc power used in t'̂ ain operations 

FM 307(Host RR) less incentives less Host RR fuel, less 
Host RR MoE 

FM_307(HoRt RR) Schedule Adherence account 

FM 304(Fuel) + FM_3Q7{Host RRi f.jel jccounl •* 

Route Costs Train & Engine (T&E) 
Crew Lribor 

Saianes. wages, nenpfits, and F E I ^ for employees 
pro\flding burvces for tram operdtions Includes engineers 
conductors assistant conductors and related extra boards 

FM_302_1(T&E C'PW) 

Car & Locomoti\« 
MdintenancR and 
Turnaround 

Turnaround service consists of cleaning, insFiection and 
minor repairs oefore c after re\x)n.je serwce Also contains 
scheduled njnning maintenance and twid order repairs 
Excludes capitalized maintenance and nvertiaul 

FM 201(MoE T.imaround) * FM_202{MoE Loco Mdint) + 
FM_203^MoE Car Maintj + FM 205iMoe Multiple, direct 
functions only)_ FM_307{Host RR, MoE account only) 

OBS Crew & 
Provisions 

Saianes, wages and benefits for employees prouding On 
Board Seruces in Caf6, Lounge, and Dining Cars, incUding 
related extra boards Also includes pmusions loaded on 
f a i n for bale 

FM_301 l iOBS C'ew)+ FM_301 .2(OBS Suppliesi 

Route Adwrtising 

Sales Distnbjtion 

Sales & marketing expenses in support of a specific route. 
Dudgeted and recorded separate trom other sales & 
marketing expense 

Specific cost centers in FM_403fMarlceting) 

Sates and distnnution operations, inc .jding development of 
new ticketing and on-bcia'd systems 

FM_401(Sae5 {and Distnbjtion) less Commission accounts 

Re5e'>Qtions & Call 
Centers 

Reservation sales call centers for gonoral public and t '̂ave! 
agencies and supporting information systems 

FM_402{lnfbnnation & Reserwtions) 

Stations - Route Stations serving a single route Depending on location, may 
include ticketing baggage and express, stationmaster and 
ushers, station cleaning and maintenance t-'aining and 
super\rtsion 

FM SOKStations - Route) 

Stdtions - Shared Stations serving multiple rojtes In addition to route station 
services, shared stations may include Red Cap and porte-' 
seruces 

FM_502{Station5 - Shared) 

Commissions Commission expense from credit cards, travel agencies, 
didine system access fees, and sales by other earners as 
applicable 

Commission dccounls in multiples families lo'' credit card sdles, 
tra\el agents and interline commission expense 

Customer Concession 
fPsgr liiLoriv) 

Payments to passengers for food & lodging as a result of 
delays Generally includes unscheduled/ emergency motor 
coaches 

Passenger inconvonience account in FM_G_A(General & 
Administrative) 

Connecting Motor 
Coach 

Schedu'ed connecting motor roach services FM_3U6fT-'ain Movement) Connecting Motor Coach account 

Regional/Local Po ice Loca and regional police patrolling duties in support of 
Amtrak trains, facilities, and nghts of way 

FM_901_2{Police - Regional/Local^ 

Block & To^ver 
Ope''ations 

Cmws who operate staffc*d towers along specific rights uf 
way 

Specific cost cenle^s in FM 306^T''ain Movement) 

Terminal Yard 
0;)e rations 

Crews who move train equipment at larger terminals before 
and after revenje ser^^ce 

Terminal MoW 
and after revenje s&r^ace 
MoW expense at la^ge Amtrak terminals, as applicaole 
Sef and purchased insurance for passenger tram operatK 

FM_303_2(Yard - T^ain & Equipment Moves) * 
FM_303 4(Yard - Termina- Rent/Yard Services) 
Specific cost centers in FM MOW(Maintenanceof Way) 
Allocated insurance expense in FM G_AiGenpral & 
Administrattvp) 

Diws ion-spec ific and system overhead rates for T&E 
superMsion and management IncUdes rudd fonamon. 
superindendents crew bases, crew dispatching local and 
national operating rule compliance, and other support 
Excludes national train dispatching 

Division 
Central 
Mid-Atlantic 
Mid-Atlant ic/ S o Jt hem 
New FnglaiKJ 
New Yo'-k 
Pacific 
Sojthern 
Southwpst 

Division Rate Syslem Rate Total 
13 50% 
18 40% 
20 20% 
16 50% 
24 30% 
19 50% 
20 60% 
1() 30% 

12 90% 
12 9 0 % 
12 90% 
12 90% 
12 90% 
12 90°o 
12 90% 
12 90% 

26 40% 
31 30% 
33 10% 
29 4 0 % 
37 20% 
32 40% 
33 50% 
29 20"^ 

Total rate to he applied to T&E Crew Labor 
Maintenance of shops and equipment to support direct 
Mechanical activities Excludes Backshops and Fleet 
Engineenng 

27 10% of Route Cost Car & Locornotiw Maintenance 
Turnaround 

and 

Police 
OBS and commissa^ management and superwsion 10 00% of OBS Crew & Provisions 
National police ope'ations arxi support SO 0050 per passenger mile 

Marketing Nationa' marketing programs, mc uding national advertising 
loya ty ma''keting, timetao es, personnel in support of Route 
Advertising, shofivs, exhioits & special events, and other 

Region Rale 
Base-increment routes on NEC 
Routes with onci termina in Chicago 
All other lo j tes 
Rate to be applied to Total Revenue 

2 80% 
2 80% 
1 90% 

General & 
Administrative 

Charge tor General & Administrative sup^xirt includmg 
Computer Systems, Finance, Legal, and other 

2 00% of Route Costs 

Revenue 
Credit 

Ticket r̂ evenue, net Ticket revenue f ^ m passengers Where applicaole, includes 
thro.jgh revenue adjustments descnbed elsewhere in po icy 

As reported hy APT with adjustments tor through revenue 
described elsewhere in policy 

Food & Bevurage 
Revenue 

On-board food & be\«rage sales Whe^e applicable, pro-
rated with supply expense across inuitipe legs 

As reported by AP T pro-rated with supply exjiense across 
multipe legs 

Other Revenue Miscellanecxis revenue as allocated by APT As reported by APT 
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Appendix E: Definition of Cost Categories Used in State-Supported Service - Capital 

version 2011-06-01 

Major Cost 
Category 

Equipment 

' 

Other 
Amtrak Fixed 
Assets 

Otiier non-
Amtrak Fixed 
Assets 

Cost Category 

Passenger 
service 
equipment 

Other 
mechanical 
expense 

Amtrak-
owned fixed 
Assets used in 
State Services 

Non-Amtrak-
owned fixed 
assets used in 
State services 

Definition 

Capital overhauls for Amtrak-
owned equipment in service on 
state-supported routes, including 
locomotives, cab cars, coaches, 
and food service cars. States will 
be charged for the periodic capital 
overhauls of equipment in a 
period based on their 
proportionate use of that 
equipment in that period 

Wreck repair, facility 
improvements, equipment 
engineering and design, general 
safety & reliability, mechanical IT 
projects 

Includes assets such as Amtrak-
owned rights of way, large 
terminals, stations, and other 

Includes assets used in State 
services owned by third parties 
such as host railroads or state and 
local governments, such as rights 
of way, stations, and other 

Formula 

Capital overhaul expense: by equipment 
type, from Amtrak's capital accounting 
systems. Equipment usage statistics: 
from the Amtrak Performance Tracking 
system. Amtrak will provide States with 
an estimate of planned overhaul work at 
the beginning of a contract period and 
will reconcile the planned usage to actual 
work performed and actual equipment 
used in a State's service 

Not charged to States 

To be handled on a case-by-case basis 
between Amtrak and State partners 

To be handled on a case-by-case basis 
between Amtrak and State partners 
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Appendix F: State-Amtrak Contract Template 

Contract Outline 

Effective Date: Contracts aligned to match each Agency's fiscal year 

Parties: State Intercity Passenger Rail (IPR) Agency and Amtrak 

Recitals/Boilerplate: 

Section 1: Services to be Provided (multiple state funded services can be co-mingled under one agreement): 

Description of Amtrak Services and Service Standards {unique to each State} 

Train Schedule and Route Description {Train Service Schedules (including Connecting Bus Service, if 
applicable) detailed in appendix} 

Service Standards (see appendices) [Optional and specific to each State IPR Agency] 

Monitor the fiscal performance of the service/quarterly meetings (budget vs. actual) 

Section 2: Decisions Affecting Service: 

Include Agency in discussions with railroads or appropriate regional rail authorities regarding schedule 
changes which impact service. 

Apprise Agency of any bargaining provisions that may impact service 

Section 3: Amount of Reimbursement bv the State IPR Agencv: 

Agency's total financial obligation to Amtrak for the stated contract term shall be defined in terms of the 
following elements as part o f the Section 209 Policy: 

Service Fee—including Route Costs and Additives (including General & Administrative costs) 

Third Party Costs—including fuel, host railroad access fees and incentive performance payments. 

- Other Special Cost Items as agreed upon between Amtrak and the Agency 

Passenger Related Revenue—including ticket revenues, food and beverage revenues and other 
allocated revenues. These revenues are offsets from the above cost categories 

Agency payment is the sum of the Service Fee, Third Party Costs, Other Special Costs Items with a 
credit for Passenger Related Revenue 

Forecasting financial elements always entails some risk as costs and/or revenues may vary from the 
forecasts. Amtrak and the Agency will determine the procedure for handling variances from forecasts 
during contract negotiations and, in particular, which party takes the risk for variances for each cost 
category. Options for managing and assigning variance risk are noted below: 

- Service Fee. Amtrak will make forecasts for the Service Fee. The assignment of variance risk will be 

subject to negotiation among the parties. 

- Third Party Costs. By definition, these costs are passed through Amtrak directly to the Agency. While 
Amtrak will make forecasts for these costs, the Agency will reimburse Amtrak for the actual amount 
of these costs whether they are lower than or higher than the Amtrak estimates 
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Other Special Cost Items. These cost items will be negotiated between Amtrak and the Agency with 
the management ofthe variance between forecast and actual expenses governed in accordance 
with the particular arrangement between the parties 

- Passenger Related Revenue. Amtrak will make forecasts for these items and the assignment of 
variance risk will be subject to negotiation among the parties. 

Section 4: Manner of Reimbursement: 

Agency will pay Amtrak in accordance with the monthly payment schedule provided service operates at 
a deficit (see appendices) 

Invoices shall be rendered not less than forty-five (45) days prior to the due date. 

Force majeure 

• Monthly Reconciliation Statements to State IPR Agency 

Remedies in the event that Amtrak fails to perform the services as required by this Agreement or 
Amtrak fails to provide revenue credits or carryover excess contract revenues 

Remedies in the event the State IPR fails to provide payment to Amtrak 

Section 5: Defense of Claims (may vary due to scope of work! 

Section 6: Inspection and Audit: 

• Agency has the right to inspect the rail passenger and bus feeder services, facilities and equipment 
provided for service subject to adequate notice 

Amtrak shall provide the number of passengers carried and passenger miles operated for each train as 
well as other service-related reports as agreed-to by Amtrak and the Agency. Such data shall be 
computed and furnished on a monthly basis as described in the appendices (varies by State). 

Section 7: Dispute Resolution (May vary} 

Section 8: Force Majeure 

The obligations of Amtrak hereunder shall be subject to force majeure. 

Section 9: Termination 

Section 10: Notices 

Section 11: Agreement Content 

Section 12: Construction (May vary bv State} 

Section 13: Severability 

Section 14: Compliance with Collective Bargaining Agreements 

The State acknowledges the existence of collective bargaining agreements between Amtrak and certain 
labor organizations representing certain of Amtrak's employees, and agrees that Amtrak will provide the 
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Service in a manner consistent with its obligations and rights under such agreements, as they may exist 
from time to time. 

Section 15: State-Required Provisions (unique to each State): 

• Appropriation of Funds 

Non-Discrimination 

Fair Employment Practices 

Contractor Integrity 

Signature Blocks 

Appendices: (contents and number of appendices will vary bv State): 

National Section 209 Policy 

Train Service Schedules (and Connecting Bus Service, if applicable) 

Budget 

Payment Schedule 

Examples of Services and Performance Standards {OPTIONAL} 

Provision of Equipment—Availability and Condition 

Equipment Maintenance Standards 

Reliability of Service—On Time Performance 

Maintenance of Stations 

Crew Performance, Supervision and Standards 

Food Service 

Reservations/Call Center 

Marketing Support 

Other Services 
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2=ĉ " §c 1 1 E . f -i 8? ? E .̂  S § ^ 

0 r M O O Q : § ' g ' ^ Q . w r o ^ r o i S ^ g ' E - S 

^ D ^ j c i roro,, l l l l , ^ i 
DC-3 DC o Z -D CO 

Declara t ion o f M a x i m i l i a n R. Johnson - Exh ib i t B 



CO I I 
E CO 
Q. 0 

0 
> 

0 
CN 
c 

O 
0 0 
Q ^ 
o 5̂  0 

? O 0 
0 "D o ro 

= 0 0 ^ 
^ 0 CO o 
O Q - ^ CO 
0 E "*- 0 

_ C O CO - ^ 

^ O Q- E 
. E ^ CO - e c 

5 o 0 P-

o 
>< 9 -

< Z O 

t 

tM 

Declaration of Maximilian R. Johnson - Exhibit B 



tf) 
0 

0 

ra 

o 
TS 
C 
ra 

tf) 

0 

3 
t: o a a 
O 

B ^ t 
iS u_ o -Ji 

? ^ I I 
E CD CO 0 ^ 
ro ^ w " CO 

M - Q.I- CD ^ 

0 Q-S w ? 
-o ro ^ c to c 

o S ^ -s 0 
Q . 

CD j 3 ro 

ro ^ ro 
• • ^ t E 

c 

CO 

t r w Q.-^ ro ^ ^ 
C3.ro 3 »- "^ CO 

ro o 
D ) = D - ^ 0 

0 = "Q.^ J I 5 0̂  
h= CD ro S ^ -t; £ 
• « J - ^ CL CTJ ro CO 

E o) .E w >̂  û ^ 
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& 
U.S Department of 
Transportation 
Fecieral Railroad 
Administration 

Methodology for Determining the Avoidable and 
Fully Allocated Costs of Amtrak Routes 

Volume I, Main Report 

Office of Railroad 
Development 
Washington, DC 20590 

Report to Congress 2009 
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NOTICE 
This doc umcnl i s di sscminutcd undo r t he s ponsorship of t he 
Department o I'T ransponaiion i nt he i nterest of i nformation 
exchange. The United Stales Governmeni assumes no liability Ibr 
its contents or use thereof. 

NOTICE 
The U nited S tales G ovemment do es not endorse pr oducls or 
manufacturers. T rade or m anufaclurers' na mes appe ar he rein 
solely because they are considered essential to the objective of this 
report. 
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o 
U.S. Department Administrator '230New.e-sE7A,'jr ju, s=; 
of Transportafon Was-niriotor. .:r 205D: 

Federal Railroad 
Administralion 

December : 5. 2009 

I he Honorable Daniel K Inouye 
Chairman 
Committee on .Appropriations 
liniied Slates Senate 
Washington, DC 20510 

Dear Mr. Chairman: 

The Consolidated Appropriations .Act, 2005, Public Lau 108-447 ("the .Act"), authorized 
the Secretary ofTransportation "lo retain a consultant... to develop . . . a methodology 
for determining lhe avoidable and full) allocated cosls ofeach Amlrak route." The 
I'ederal Kailroad .Adnunislration (I'R.A) is responsible for meeting this requirement The 
FR.A tasked the Volpe National Transportation Svstems Center lo collaborate closely 
uith Amtrak m developing the cosl accounling methodology referenced in the Acl, and 
I'R.A's Ofrice of Passenger and Ireight Programs also provided significant input and 
oversight lo the effort. 

i am pleased lo submit a report thai describes FRA's recommended methodologj 
developed in accordance wilh this requirement. Subsequent reports, to be submitted by 
.Amtrak in accordance with Public Law 108-447. uill document the results of the 
methodology's application on a ioule-b\ • roule basis 1 hope that the information 
contained in the enclosed report will assist the Conunitlee in ils work. 

Identical letters have been sent lo the Ranking Member oflhe Senate Committee on 
.Appropriations, and lo the Chairman and Ranking Member ofthe House Committee on 
.Appropriations, the House Commitlee on fransportation and Infra.struclure. and the 
Senate Commillee on Commerce, Science, and 'Iransporlation. 

Sincerelv. 

^^•4 4>C^ 
Joseph C. Szabo 

linclosures 
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e 
U S. Department Administraior 120c; Nev, „»--s..-yAv.."ijij.si; 
oi Transportation vvashing-on. DC ?nssn 

Federal Railroad 
Administration 

December 15.2009 

I he i lonorable Thad Cochran 
Ranking Member 
Committee on Appropriations 
United States Senate 
Washington. DC 20510 

Dear Senator Cochran. 

The Consolidated Appropriations Act, 2005, Public Law 108-447 ("the Act"), authorized 
the Secretary of Iransportalion "to retain a consultant . to develop a methodologj 
for determining the avoidable and full) allocated costs ofeach Amtrak route " The 
Federal Railroad Administration (FRA) is responsible for meeting this requirement. Fhe 
FRA ta.sked the Volpe National Fransportation Systems Center to collaborate closel) 
with Amtrak in developing the cost accounling methodology referenced in the Acl, and 
FRA's Oftice of Pa.s.senger and Freight Programs also provided significant input and 
oversight to the effort 

I am pleased to submit a reporl that describes FRA's recommended mcthodolog) 
developed m accordance with this requirement Subsequent reports, to be submitted by 
Amlrak m accordance with Public I.aw 108-447. will document the results ofthe 
mcthodolog) "s application on a roule-b)-route basis. I hope that the infornialion 
contained in the enclosed reporl will assist the Committee in its work 

Idenlical letters have been sent to the Chairman ofthe Senate Committee on 
Appropriations, and to the Chairman and Ranking Member of the House Committee on 
.Appropriations, the Senate Committee on Commerce. Science, and Transportation, and 
the House Committee on Iransportalion and Infraslruclure. 

SincereK. 

.lo.seph ( Szabo ^ ^ .lo.sepl 

Enclosures 
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e 
u s DGpctment Administrator i200NowjersevAVCUC.ss: 
of Transportation vva-sii: go-, i c 2C59C 

Federal Railroad 
Administration 

December 15, 2009 

The Honorable David R. Obc) 
Chairman 
Commillee on .Appropriations 
U.S. House of Representatives 
Washingion. F)C 20515 

Dear Mr. Chairman: 

The Con.solidaled .Appropriations Acl. 2005, Public I.aw 108-447 ("the .Act"), authorized 
the Secrclar) ofTransportation "'to retain a consullanl . . lo develop . . a methodology 
for delermining the avoidable and fully allocated costs ofeach .Amlrak roule." The 
Federal Railroad Administration (FR.A) is responsible for meeting this requiremenl Ihc 
FR.A tasked the Volpe National Transportalion S)stems Center to collaborate clo.sely 
wilh .Amlrak in developing the cosl accounting methodology referenced in lhe .Act, and 
FRA's Office of Passenger and Freighi Programs also provided significant input and 
oversight lo the effort. 

1 am pleased to submit a reporl that describes I'R.A's recommended methodology 
developed in accordance with this requiremenl. Subsequent reports, to be .submitted by 
Amtrak in accordance wilh Public Law 108-447, will documenl the results ofthe 
methodology's application on a route-by-route basis. I hope that the inibrmalion 
conlained in the enclosed report will assist the Committee in ils work. 

Idenlical letters have been sent lo the Ranking Member ofthe House Commillee on 
.Appropriations, and lo the Chairman and Ranking Member oflhe Senate Commitlee on 
.Appropriations, the House Commitlee on Transportation and Infrastruclure, and the 
Senate Commillee on Commerce, Science, and Fransportation. 

Sincerelv. 

Joseph C. Szabo 

Enclosures 
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o 
U.S. Departnrent Administrator '20CNfw..o---'yAv(.Ti..c. s: 
of Transpo.'tation '.vasi-i-gtcn, DC I'Oi'Mi 

Federal Railroad 
Administration 

December 15,2009 

The Honorable Jerr) Lewis 
Ranking Member 
Commillee on .Appropriations 
U.S. House of Representatives 
Washington. DC 20515 

Dear Congressman Lewis: 

The Consolidated .Appropriations .Act, 2005, Public Law 108-447 ("the .Act"), auihorized 
the Secrelar) ofTransportation "lo retain a consultant . lo develop . . . a mcthodolog) 
for delermining the avoidable and fully allocated costs ofeach .Amtrak route "' The 
Federal Railroad .Administration (FRA) is responsible for meeting this requirement. The 
FRA tasked lhe Volpe .National Fransportation Systems Center to collaborate closely 
with Amlrak in developmg the cosl accounling methodology referenced in the .Act, and 
FRA's Office of Passenger and Freighi Programs also provided signitlcant input and 
oversight to the effort. 

I am pleased to submit a report that describes FR.A's recommended methodolog) 
developed in accordance with this requirement. Subsequent reports, lo be submilled by 
Amlrak in accordance wilh Public Law 108-447, will document the results ofthe 
methodology's application on a roule-by-route basis I hope that the infomiation 
contained m the enclosed report will assi.st the Commitlee in ils work. 

Idenlical letters have been sent lo the Chairman oflhe House Committee on 
.Appropriations, the Chairman and Ranking Members oflhe Mouse Committee on 
Transportalion and Infrastruclure, the Cliairnian and Ranking Member ofthe Senate 
Committee on Appropriaiioiis, and lo the Chairman and Ranking Member oflhe Senate 
Commillee on Commerce, Science, and Transportalion 

Sincerelv. 

Joseph C. Szabo 

Enclosures 
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o 
u s Depo'tment Administrator i2C0Nowje'sov Aven.jtj, Si: 
of Transportation vvashngton DC 20s30 

Federal Railroad 
Administration 

December 15.2009 

Fhe Honorable Kay Bailey Flulchison 
Ranking Member 
Committee on Commerce, Science and Fransportation 
lnited States Senate 
Washington, DC 20510 

Dear Senator Hutcbi.son-

The Consolidated .Appropriations Act, 2005. Public Law 108-447 ("the Act"), auihorized 
lhe Secretary ofTransportation "to retain a consultant... lo develop . . . a methodology 
for determining the avoidable and fully allocated cosls ofeach .Amlrak route." The 
Federal Railroad .Administration (FR.A) is responsible for meeting this requirement. The 
I RA tasked the Volpe National Transportation Systems Center lo collaborate closelv 
with .Amlrak in developing the cosl accounling methodology referenced in the .Act. and 
FR.A's Oflice of Passenger and Freight Programs also provided significant input and 
ovcrsighl lo the effort. 

I am pleased lo submit a report that describes FRA's recommended methodology 
developed m accordance with this requirement Subsequent reports, lo be submilled by 
.Amlrak in accordance wilh Public Law 108-447, will documenl the results ofthe 
methodology's application on a route-by-route basis 1 hope thai the information 
contained m the enclosed report will assist the Commitlee in ils work. 

Identical letters have been sent lo the Chairman ofthe Senate Commitlee on Commerce, 
.Science, and Transportation, and to the Chairman and Ranking Member oflhe House 
Commillee on Transportation and Infrastruclure and the House and Senate Committees 
on .Appropriations. 

Sincerelv. 

.loseph C S/abo ^ - ^ 

Enclosures 
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u s Department Administrator i2G0N€wjcrs<=yAveni.'.; SE 
of Transportation '-vasi-.rgscn. i:c 2059C 

Federal Railroad 
Administration 

December 15.2009 

The Honorable .lohn D. Rockefeller, IV 
Chainnan 

Committee on Commerce, Science and Transportation 
United Slates Senate 
Washington, DC 20510 

Dear Mr. Chairman. 

The Consolidated .Appropriations .Act, 2005. Public Law 108-447 ("the Acf"). auihorized 
the Secretary of Fransporlaiion "lo retain a consultant... to develop . . . a methodology 
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Executive Summary 

Background 

The Consolidated Appropriations Act, 2005 (Act) authorized the U.S. Secretary of 
Transportation "to retain a consultant... to develop ... a methodology for detennining the 
avoidable and fully allocated costs ofeach Amlrak route." The Act further specified that 
"Amtrak shall apply the methodology in compiling an annual report to Congress...." The 
Federal Railroad Administration (FRA) is responsible Ibr meeting the requirements ofthe Act 
and tasked the Volpe National Transportalion Systems Center (Volpe) with developing the 
Amtrak cost accounting methodology. 

This report describes FRA's recommended methodology for determining both Amtrak's 
Avoidable Costs and ils Fully Allocated Costs as required by the Act. A more detailed 
explanation ofthe two cost terms can be found in the main body ofthe report, but a suitable 
general understanding of these terms is provided in the following definitions: 

• .^voidable Costs are estimates ofthe cost savings that vvould occur ifa single 
Amtrak route were eliminated. 

• Fully Allocated Costs arc the portion of total costs recorded on Amtrak's 
income statement that best represent an equitable share for a single Amtrak 
route.' 

Challenge 

The National Railroad Passenger Corporation (Amtrak) is a large, complex enterprise focused on 
the operation of intercity passenger trains in the U.S. It operates as many as 315 trains per day 
on more than 43 routes, carrying an average of 70,000 daily passengers. Amtrak has more than 
18,000 employees and had FY 2007 revenues of $2.2 billion, which included intercity passenger 
revenues, revenues from related businesses, and state capital payments. Amtrak's revenues 
would place il at number 819 on the 2007 list of Fortune 500 companies. 

In addition to performing the full range of functions and activities required to operate the 
National Train System (NTS), Amtrak engages in related ancillary business that include: 

• Operating commuter railroad services under contract. 

• Providing rail infrastructure access to commuter agencies and freight 
railroads, 

• Performing rail services for other rail operators, both commuter agencies and 
freight railroads, on a reimbursable basis, and 

Although this derinition is useful as the ii basic conecpt for the intended measure of Fully .Allocated Cosls. the 
actual methodology defined in this reporl varies from this strict definition in that it substitutes a synthetie capital 
charge for the depreciation and interest e.xpense included on the income statement. 
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• Managing and leasing of commercial real estate. 

The size and complexity ofthe Amtrak enterprise pose many challenges to defining methods Ibr 
allocating its costs to routes and estimating their avoidability—the focus oflhis report. First, 
many ofthe activities involved in operating trains" cannot be directly linked to a single train or 
roule. For example, train yard activity, such as breaking up, making up, and positioning trains m 
the yard, cannot be economically linked and recorded to individual trains. Further, train yard 
management and supervision, by its nature, is a shared cost, and therefore a specific method lo 
apportion these shared costs must be selected. Second, in many cases, activities and their costs 
are local in scope and should not be allocated to the entire national train systcin. The cost 
allocation method should somehow distribute local costs only to the relevant routes utilizing the 
local resource and broader shared costs both to the NTS and also to the ancillary businesses 
where appropriate. 

At a higher corporate level, various general and administrative functions, such as maintaining 
financial records, running various computer systems, providing human resource services, and 
executive management, arc necessary to operate the enterprise. These activities are even further 
removed from the operation of individual trains, and their costs, in addition to being allocated to 
intercity passenger routes, must also be allocated to the various ancillary businesses. Because 
the ancillary businesses usually are not integrated with the operations ofthe NTS. the activity 
measures typically used in the cost allocation process for trains are not available, and altemative 
procedures must be developed. 

As specific functional areas ofthe Amtrak enterprise are considered, olher costs allocation issues 
arc confronted. Among them are detennining a sensible and appropriate way to treat capital 
costs given Amtrak's corporate history and structure, and the public financial contributions to the 
corporation. In the case of fuel, the nature ofthe operation and record keeping make it difficult 
and costly to identify the actual fuel costs ofa specific train. In the case of equipment 
maintenance costs, the allocation method must recognize that outside of certain services using 
dedicated equipment, such as the Acela Express and the Cascades Route, an individual piece of 
equipment can generally be used on multiple routes. 

Estimating the expecied Avoidable portion of Fully Allocated Costs due to the elimination ofa 
route is similarly challenging due to the practical limitalions of record keeping and the fact that 
many costs are shared. In addition, the methodology for estimating Avoidable Costs must take 
into account potential changes to Amtrak's organization, both in the short and longer term, and 
contractual labor protection provisions applicable to employees whose jobs are eliminated due to 
scr\-ice reductions. 

Overview of Methodology 

As with all large public corporations, .Amtrak has in place accounting systems and procedures for 
recording and reporting its expenditures and receipts, and its financial reports are audited by a 
public accounting firm. Thus, its basic financial data can be considered a sound and suitable 

" .As IS explained morc fully in the report, because routes are made up of two or more trains, all costs are first 
distributed to trains and then the costs for a route arc summed for all trains making up that route. 
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basis Ibr developing a cost-accounting methodology. All of .Amtrak's expenditure transactions 
are recorded on its general ledger, known as the Financial Information System (FIS). As a result, 
FIS is the starting point Ibr the cost accounting methodology recommendations in this report. 

All FIS data records include, in addition to the transaction dollar amount, certain codes that 
further identify the type of transaction. These codes are key to classifying and analyzing 
expenditures Ibr the purpose ofthe desired methodologies. As a first step, expenditures are 
sorted into: 

• Operating expenses (allocated). 

• Capital expenditures (added to assets and used to calculate the capital charge), 
and 

• Other financial transactions (not Amtrak route operating costs, so not further 
considered). 

Figure EX-1 illiLstrates this process for five hypothetical FIS tran.saclions (FIS Expense I to FIS 
Expense5). The items in parentheses under each expense "record" are the accounting 
classification codes recorded along with each transaction in FIS. 

Some operating expenses are directly linked to specific trains or other ancillary businesses in FIS 
and can be "assigned" to those trains or businesses, but most are shared and must be allocated. 
The sum of assigned and allocated costs is Fully Allocated Costs as that term is defined in this 
report. Thus, operating costs are: 

• Direct (assigned to trains or ancillary businesses'), and 

• Indirect or Shared (allocated to trains or ancillary businesses). 

Figure EX-2 illustrates the ca.sc ofa direct expen.sc (FIS Expense4) and shows that it is assigned 
directly to Train5 without any need for allocation. Each direct expense is assigned to one and 
only one train or other ancillary business. 

Indirect or Shared expenses are split between: 

• Trains that are part of Amtrak's National Train System 

• Ancillary businesses 

Allocation of Shared Costs 

The primary focus of this reporl is to develop a methodology for estimating the Avoidable and 
Fully Allocated Cosls of Amtrak Routes, i.e.. the NTS, but costs are also allocated to the 
ancillarv busincs.scs. 

' Whereas, for the purpose of conciseness, this report refers to costs being assigned or allocated to ancillary 
businesses, in many cases the methodology distributes costs at a more detailed level to individual cuslomers (e g , 
specific commuter agencies, freight railroads, and so on) similar to the manner in which costs are distributed to 
individual Amtrak trains 
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Methodology for Amtrak Cost Accounting 

Amtrak has a hierarchical organizational structure composed of about 1.600 Responsibility 
Centers (ResCens). For this cost allocation methodology, Amtrak's ResCcns arc grouped, based 
on similarity ofactivities and functions, into nine broad cost Families. The cost Families arc 
divided into 37"* Subfamilies, and several Subfamilies arc further divided into more detailed 
Subcategories. Examples of Families arc Maintenance of Way (MoW), Transportation 
Operalions, and General & Administrative. E.xamplcs of Subfamilies in the MoW Family 
include MoW-Track, MoW-Communication and Signals (MoW-C&S), and MoW Support. 

A key characteristic ofthe cost allocation methodology is that the same rule or set of rules is 
applied to all ResCcns performing similar activities. A "Profile" is defined for each Subfamily 
or Subcategory that defines the "rules" for assigning or allocating all expenditures incurred at 
RcsCens within that Subfamily or Subcategory. 

Cost allocation is performed in a series of steps or "rounds." In the first round, direct expenses 
are assigned and those shared expenses that most closely linked to tram operations are allocated. 
One or more intermediate rounds, depending on the characteristics o fa particular Subfamily, 
may also be required. The final round involves allocation ofthe highest level expenses, such as 
those incurred at ResCcns in the General and Administrative Family. 

The allocation methods for all rounds are similar and can be illustrated using the example ofthe 
MoW-C&S Subfamily. The MoW-C&S Subfamily is composed of ResCens responsible for 
maintaining the C&S systems within a geographical area, i.e., a seclion of right-of-way (ROW). 
To allocate expenses incurred at RcsCens in a given Subfamily, the rules specified in that 
Subfamily's Profile are applied to all the ResCens in the Subfamily. In the case ofthe MoW-
C&S Subfamily, Signal & Interlocker Maintenance expenses at a particular ResCen arc allocated 
to Amtrak trains, commuter agencies, and freight railroads using the section of ROW for which 
that RcsCcn is responsible based on relative shares of total train frequency over that section. 
Thus, the rule involves specifying a type of expense (expenditures at MOW-C&S ResCcns), a set 
of cost objects to which costs are allocated (in this case Amtrak trains, commuter agencies, and 
freight railroads), and an allocation statistic (in this case train frequency). Figure EX-.? illustrates 
the case in which a hypothetical shared MOW-C&S expense (FIS ExpenseS) would be allocated 
to trains I, 2 and 5, and al.so lo ancillary business customers MBTA and CSX. 

This example shows that the methodology requires some conunon measure of ResCen activity (a 
"statistic") that is available across all users (cosl objects) to allocate the shared expenses. When 
allocating expenses exclusively lo trains, a train operating statistic, such as train frequency, labor 
hours, or total passenger miles, may be used to allocate expenses. When allocating expenses 
among NTS and non-NTS ancillary businesses, sometimes the most appropriate statistic is nol 
available for some oflhe ancillary businesses. In such cases, various alternatives used include: 

^ Only 36 are used tbr cosl allocation; the .̂ 7th pro\ides a mechanism for treatment of expenses Ihal are not 
considered costs under Ihis methodoloi'v 
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Methodology for Amtrak Cost Accounting 

• Employing multiple allocation rounds and splitting expenses between NTS 
and non-NTS ancillary businesses in the firsl round based on some statistic 
common to all Amtrak businesses, a detailed analysis, or professional 
judgment 

• Using some relative measure of activity .such as the tolal activity cost (from 
prior rounds) 

.An important part oflhe methodology developmeni process was lo consider the potential 
availability of allocation statistics that could be linked to specific cost objects at specific 
ResCens. especially for cases where a portion of expenses needed lo be allocated to the ancillary 
businesses. 

Each ofthe Subfamilies and Subcategories were the subject ofa separate analysis leading to a 
well-defined allocation process. The main steps in the process were: 

• Developing the hierarchal family structure 

• Placing each of Amtrak's 1,600-plus RcsCens inio the appropriate Family-
Subfamily-Subcategory 

• Identifying the primary activities and corresponding FIS cosl code 
combinations for each Subfamily"̂  

• Delermining to what train or ancillary businesses the expenses should be 
allocated, i.e., what "custoniers" arc supported by the Subfamily's activities 

• Identifying an appropriate and available statistic (or slalislics) to use in 
allocating lhe various types of Subfamily or Subcategory expenses 

• Selecling the appropriate allocation "level." In mosl cases expenses can be 
satisfactorily allocated at the RcsCen level, but in a few cases this was found 
to result in incorrect allocations and, instead, expenses needed to be allocated 
al a regional or national level. 

Treatment of Capital Costs as Part of Fully Allocated Costs 

Any si/able enterprise, and especially a railroad wilh its rolling stock and fixed infrastructure, 
has expenditures for items that are long-lived relative to the typical monthly, quarterly, and 
annual financial reporting periods. These expenditures are referred to as capital and arc given 
special treatment in the reporting of operating costs under generally accepted accounting 
procedures (GAAP). Under GAAP, rather than being recorded in the time period in which they 
arc actually incurred, capital expenditures are annualized over the expected time period for 
which lhe underlying assets are expecied to contribute to the production of output (in the case of 
Amlrak, the output is mostly the operation of trains). The annualized charge or cosl is referred to 
as depreciation and is used in the income slatemcnl calculation of profit or loss from continuing 
operations. In addilion, the interest expense on funds borrowed lo finance capital expenditures 

As noted previously, in some cases the analysis occurred at the Subcategory level However, since the overall 
process is the same for Subfamilies and Subcategories, the latter does not require separate ircatment in this 
methodology overview. 
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Methodology for Amtrak Cost Accounting 

are shown on the income statement and figure into the calculating the tolal net profit or loss of 
the enterprise. 

Significant effort was made lo determine how best to incorporate the cost ofcapital into 
Amtrak's Fully Allocated costs. Consideration was given to the history of public sector 
contributions towards Amlrak capital expenditures. Amtrak's use of borrowings (and hence its 
incurring of interest expenses) for the acquisition of only certain subsets ofils capilal assets, and 
the use of leases and salc-lcaseback transactions for some capital assets. Il was decided that 
simply allocating GAAP depreciation and inlerest to routes and other ancillary businesses did nol 
yield a contribution to Fully Allocated Costs for a particular route that accurately reflected that 
route's relative usage ofcapital assets. 

Instead, the decision was made lo replace depreciation and inlerest wiih a synthetic capilal 
charge, which provides a morc representative measure ofthe resource cosl of all capilal 
equipment and properly - regardless of how financed - currently being used by Amlrak to 
produce ils various ser\'iees and outputs. The synlhctic capilal charge is an annualized value 
based on the original acquisition costs ofthe assets and the underlying opportunity cosl ofcapital 
as a production resource as refieclcd in the U.S. Treasury long term borrowing rate. Since 
Amtrak's data systems do nol link capital assets lo ResCens in specific areas, procedures needed 
to be developed to link such assets to the outputs and services whose production they support. 

The development and inclusion in APT ofa methodology for calculating, on a sound economic 
basis, a capital charge lo be allocated to Amlrak route and olher businesses in both the Fully-
Allocated and Avoidable Cosl aspects of this methodology, implies no recommendation 
regarding the practical appiicalion—for example, in the negotiation and pricing of services that 
Amlrak performs for other entities—ofthe charges thus calculated. The capilal charges, like 
other topics covered herein, are presented solely for the sake of objectively and comprehensively 
responding lo this report's Congressional mandate, thereby advancing the state-of-the-art in the 
allocation and analysis ofthe costs of intercity passenger rail service. 

Figure EX-4 summarizes the process for calculating Fully Allocated Costs. In addition to the 
cases covered in Figure EX-2 (FIS Expense4) and Figure EX-3 (FIS ExpenscS). it illustrates the 
conceptual data How for converting asset acquisitions in prior periods to capital charges 
allocated to Irains and olher customers. Il also shows the final step in which costs are aggregated 
to Amtrak's Routes and ancillary businesses. 

Estimation of Avoidable Costs 

In developing the method for estimating the avoidable cosls ofeach Amtrak route. Subfamilies 
were first placed in one of four groups based on the relative avoidability of their costs: 

• Avoidable 

• Fixed 

• Mixed-Statistical 

• Mixed-Detailed 
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Methodology for Amtrak Cost Accounting 

Expenses at ResCens in some Subfamilies would be completely (100 percent) Avoidable for a 
particular roulc if that route were eliminaled and these expenses are classified as Avoidable. One 
example is the Subfamily used to record fuel costs. Since only the direct expenditures on fuel 
are included in this Subfamily, these costs would be avoided if operations for a roule were 
discontinued. Expenses recorded in some other Subfamilies would remain even if any particular 
route was eliminated and these are classified as Fixed. Examples are the various general 
management and support Subfamilies, mostly in the General and Adminislralive Family. 

Those Subfamilies that lie between completely Fixed or completely Avoidable arc considered 
Mixed. Statistical analysis was used where possible lo estimate the Avoidable Costs of Amtrak 
routes for such Subfamilies. Using regression analysis of panel data, equations were eslimated 
that used train operating statistics to explain the level of ResCcn costs both in the short and long 
terms. The resulting statistical coefficients are used lo estimaie the costs al a ResCcn both with 
and without a particular route, and the sum of such calculations over all relevant RcsCens results 
in the Avoidable Cost for the Route 

Where the data did not support the use of statistical techniques, other types of analysis and 
professional judgment were used to investigate and determine the Avoidable Cosls of some 
Mixed Subfamilies—those referred to as Mixed-Detailed. Literature reviews and interviews 
with Amtrak personnel and industry officials led lo a series of Avoidable Cost approaches for 
these Subfamilies. Often the approach taken was lo consider the Subfamily's costs al a 
disaggregated level using accounting codes to ideniify the type of costs. Rules were then 
developed for these more disaggregated costs—treating some as completely Avoidable, some as 
completely Fixed, and some as partially .Avoidable, using cither a simple percentage or equation 
based on other analysis. 

In calculating the Avoidable Cosls of an Amtrak roule. two time periods were investigated. 
Short-run Avoidable Cosls arc those cosls that would no longer be incurred one year after a 
Route is eliminated, in effect providing an estimate of what cosls would remain on the firsl day 
ofthe second year. Many costs arc Avoidable in the short term such as fuel, materials, supplies, 
and some labor. Long-term Avoidable Costs are those costs that would no longer be incurred 
fwc years afier a Route is eliminated, i.e. providing an estimaie of what cosls would remain on 
the first day ofthe sixth year. The long-term period gives Amtrak management time lo 
restructure the organization, dispose of assets nol needed, and shifi resources to more efficiently 
provide the new level of service. 

The Avoidable Cosl estimation methods outlined above result in an expected savings assuming 
that Amlrak will reduce its use of resources commensurate with the reduced level of service, and 
realize financial savings proportionate to the resource savings. However, labor contracts 
covering most Amlrak operating personnel contain labor protection provisions providing for 
payments and/or other protections for covered employees in the event that service is reduced. 
The payments vary bolh in amount and duration based on employee years of service. The effect 
of such labor protection paymenis is to reduce Avoidable Cosls. The Avoidable Cosl 
mclhodology includes adjustments for the labor protection payments based on data on staffing 
levels, employee years of ser\'iee and routes served for each onboard service (OBS) and trainmen 
and engincmen (T&E) crew base. 
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Methodology for Amtrak Cost Accounting 

General Assessment and Recommendations 

The new methodology, when properly implemenled. will provide a much improved eslimate of 
Fully Allocated and Avoidable Costs over that provided by Amtrak's current Route Profitability 
System (RPS). This methodology, developed in concert between Volpe and Amtrak staff, is 
being implemented within Amtrak's new cost accounling system, lo be known as Amtrak 
Performance Tracking (APT). The new methodology will simplify the cosl allocation rules, 
incorporate Amlrak's ancillary businesses in the cost allocation process, and increase 
transparency among system users, resulting in an improved cost allocation syslem. 

Many aspects ofthe methodology will be automatically or easily maintained and updated as 
Amtrak's organization evolves, but in several areas there is a need for a morc systematic and 
substantial review and updating at least every two years. The areas in need of such review and 
updating arc identified in the report sections describing the methodology details. 

As with any complex cost accounling system, there is always room for sliil further improvement. 
There is also a need for some supplemental efforts to make several technical refinements lo the 
mclhodology—or that are required lo guide its implementation in APT— t̂hat could not be 
accomplished prior to the preparation oflhis report. These methodology refinements are not 
expected to have a sizable effect on the quantitative results. 

Finally, al press lime for this report, one methodological area remained where the development 
effort was incomplete. That area involved the avoidability ofcapital charges (Section 8.7.1). 
Accordingly, it is possible that the actual implementation oflhis subjeci in APT will differ 
somewhat from the recommendations oflhis reporl. Also, as Amtrak continues lo translate these 
methodologies into the elements ofits APT system, additional discrepancies ofa detailed nature 
may arise between this report's recommendations and the implementation of APT. 

12 
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Acronyms 

ACC 

ACK 

ALU 

Amtrak 

APT 

B&B 

BUU 

CAE 

CC 

CEP 

CETC 

CIA 

CNOC 

COP 

CRF 

CRH 

C&S 

CUS 

CUT 

DLH 

DLU 

DOT 

DPUF 

Avoidable Cost Code 

Account Code Key 

Acela Units Used 

National Railroad Passenger Corporaiion 

Amlrak Performance Tracking 

Bridges and Buildings 

Baggage Units Used 

Customer Activity Expense 

Capilal Charge 

Customer Electric Percentage 

Centralized Eleclric and Tralllc Control 

Commuter Infrastructure Access 

Consolidated National Operations Center 

Commuter Operalions 

capital recovery factor 

Crew Hours 

Communications and Signal 

Chicago Union Slalion Company 

Car Unit Trips 

Dining Labor Hours 

Diesel Locomotive Unils Used 

Department of Transportation 

Diesel Power Usage Factor 

1.̂  
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DRV 

ET 

ELU 

EPUF 

EUM 

FCR 

Fingate 

FIS 

FRA 

FT'r 

FY 

G&A 

GAAP 

GEU 

GLC 

GTM 

IISR 

ICC 

IFS 

LMS 

MDC 

MoE 

MOLAP 

MoW 

MoW-ET 

Dining Car Revenues 

Electronic Traction 

Electric Locomolive Units Used 

Electric Power Usage Factor 

Electric Locomotive Unit Miles 

First Class Riders 

Financial Gateway 

Financial Information System 

Federal Railroad Administralion 

Train Frequency 

Fiscal Year 

General and Adminisirative 

Generally Accepted Accounting Principles 

General Electric Locomotive Unils Used 

Gallons Consumed 

Gross Ton Miles 

High-Speed Rail 

Interstate Commerce Commission 

Integrated Financial Syslem 

Labor Management System 

Mechanical Direct Costs 

Maintenance of Equipment 

Multidimensional Online Analytical Processing 

Maintenance of Way 

Maintenance of Way Eleclric Traction 
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MWDC 

NEC 

N.IT 

NON 

NTS 

OBS 

OLH 

OMS 

PAS/ALMS 

PRIL 

PRV 

PSL 

PTT 

RC 

ResCen 

RPS 

RR 

RSCC 

RSO 

SO 

SSSO 

STB 

TAC 

TAS 

TBD 

Maintenance of Way Direct Costs 

Northeast Corridor 

New Jersey Transit 

no statistic 

National Train Service 

Onboard Services 

On Board Labor Hours 

Operalions Managemeni System 

Passenger Accounting System/Automated Lifi Match Syslem 

Passenger Railroad Insurance Limited 

Total Passenger Rcvenue 

Penn Station Leasing 

Paperless Time Ticket 

Responsibility Center 

Responsibility Center 

Route Profitability System 

Railroad 

Reservation Sales Call Center 

Usage Time for Reservations Sales Office Operalions 

Stat Qualifier 

Securiiy Strategy & Special Operations 

Surface Transporiation Board 

Total Activity Cosl 

Travel Agent Sales 

Tolal Boards and Deboards 

1.̂  
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TCM Tolal Car Miles 

T&E Trainmen and Engincmen 

TEH Trainmen and Engincmen Hours 

TLH Trainmen Labor Hours 

TMC Tolal Mechanical Cost 

TPM Tolal Passenger Miles 

TRD Tolal Riders 

TSL 30th Street Limited. L.P. 

TTE Total Train Expense 

TTM Total Train Miles 

TUM Total Unil Miles 

TUS Train Unit Statistics 

TUT Tolal Unil Trips 

UM Unil Miles 

UU Units Used 

VRE Virginia Rail Express 

Volpe Volpe National Transportation Systems Center 

WBD Weighted Total Boards and Deboards 

WIP Work in Progress 

WMS Work Managemeni Syslem 

WTC Washington Terminal Company 
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Methodology for Amtrak Cost Accounting 

1 Introduction 

1.1 Background 

The Consolidated Appropriations Act, 2005 (Act) auihorized the Secretary ofTransportation "to 
retain a consultant... lo develop ... a methodology for determining the avoidable and fully 
allocated costs ofeach Amtrak roule." The Federal Railroad Administration (FRA) is 
responsible for meeting this requirement. The Act further specified that "Amtrak shall apply the 
methodology in compiling an annual reporl lo Congress...." FR.A tasked the Volpe National 
Transporiation Systems Center (Volpe Center) lo closely collaborate with the National Railroad 
Passenger Corporation (Amtrak) in developing the cost accounting methodology referenced in 
the Act. 

The Volpe Center and Amlrak jointly developed the methodology for the Fully Allocated Cosls. 
Fully Allocated Costs are the total costs associated with operaling an .Amtrak Route, including 
both direct operating expenses, a portion of shared expenses, and a portion of corporate overhead 
expenses. The Volpe Center developed the methodology lo estimate lhe Avoidable Cosls of 
Amlrak routes, wilh assisiance from Amtrak staff Avoidable Cosls arc those that would cease if 
a particular Amtrak route were to be eliminated. The complex interrelationships among 
Avoidable and Fully Allocated Costs—combined with Amlrak's eventual need to implement the 
entire methodology in its accounling system—required the Volpe Center and Amtrak teams to 
work closely logelhcr lo develop a coherent approach. 

1.2 Objective 

The overall objective oflhis effort is to develop, document, and iinplement a cost accounting 
methodology Ibr determining and reporting the Avoidable and Fully Allocated Costs ofeach 
Amtrak Route. In addilion, the Volpe Center was tasked to provide additional features for 
analyzing Amtrak's costs that provide value to Congress, ERA.'' and Amlrak. 

The recommended cost accounling methodology fulfills the Congressional mandate and provides 
additional features and value to both FRA and Amlrak. Improved and timelier cost information 
will be generated on Amtrak's train routes. Cosl information will be provided on Amtrak's 
ancillary businesses that will be useful nol only to Amtrak managemeni. but also to other 
stakeholders, including Congress, the U.S. Department ofTransportation (DOT), and Slates that 
contract with Amtrak for train service. 

1.3 Scope of Report 

This report describes the new cost accounling incthodology and rules for delennining Amlrak's 
avoidable and Fully Allocated costs required by the Acl. It provides background information on 
Amtrak's curreni accounting system and methodology for reporting costs, presents an overview 

'• While Ff<.'\ will be the primary user ofthe information generated by the cost allocation melhtidology within the 
Departmenl ofTransportation. olher parts ofthe Department including the Ofllce oflhe Secretary- and Inspector 
(ieneral will also be users ofdata generated by the methodology 
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oflhe general principles of cost allocation, describes the proposed approach for estimating the 
Fully Allocated and Avoidable Costs of Amtrak routes and other businesses, and describes the 
proposed methodology and rules for allocating various categories of Amlrak costs and 
determining the avoidability of those costs. The report concludes by providing recommendations 
Ibr further improvements to Amtrak's cost reporting capabilities. 

.Appendices present supplementary infonnation relating to the proposed methodology: 

• Appendix A: Family Profiles, lists the general allocation rules for each 
Amtrak Performance Tracking (APT) Family and Subfamily. 

• Appendix B: Family Cost Distribution, shows the tolal of Amtrak's expenses 
applicable to each APT Subfamily (fiscal year (FY) 2007). 

• Appendix C: Glossary. 

• Appendix D: Statistics and Definitions, provides an overview of statistics used 
in the recommended allocation and avoidable cost estimation methodologies. 

• Appendix E: Synthetic Capital Charge describes the methodology for 
estimating the capital charge. 

• Appendix F: List of Interviewees, lists individuals participating in 
requiremenls analysis meetings and interview participants. 

• Appendix G: Amlrak Crew Bases, lists onboard services (OBS) and train and 
engineman (T&E) crew bases and the routes that they support. 

• Appendix II: Definiiion and Use oflhe TAC and CAE Statistics. 

.\n ongoing parallel effort by Amtrak to implement this methodology, using a new cosl 
allocation system, is nearing complelion; a briefdescription of this effort is also provided in this 
reporl. 

IS 
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2 Current Amtrak Cost Accounting and Reporting Systems 

The Route Profitability System (RPS) is Amtrak's current cost accounling and reporiing system 
Ibr Fully Allocated costs. This section describes RPS and olher Amtrak systems relevant lo the 
cost accounting methodology. 

2.1 RPS Overview 

RPS is used lo calculate the cosls and revenues ofeach Amlrak route and lo estimate ils resulting 
surplus or deficit. Amtrak describes RPS as "a mainframe system that, based on feeds from [the 
general ledger] and olher systems, converts the departmental reporting of profit and loss into a 
train profit and loss." RPS is both a methodology and a process for estimating train and route 
level cost and revenue data and is also a database wilh a post-processor for analysis and report 
generation. 

2.2 Revenue and Cost Distribution 

RPS esiimates the profitability of Amtrak routes by distributing historical cost and rcvenue data 
from the company's general ledger system to individual trains, and then aggregating train level 
data to the route level. Revenue and cosl data are distributed to Irains in two ways: (a) direct 
assignment and (b) allocation. 

2.2.1 Direct Assignment 

Revenue is associated wilh individual Irains; this information is provided lo RPS al the train 
level. Likewise, certain types of costs arc coded wilhin Amlrak's general ledger with specific 
train numbers. Revenues and costs identified wilh train numbers arc directly assigned lo the 
relevant irains. 

2.2.2 Cost Allocation 

Most Amtrak costs arc nol coded lo specific trains and instead musl be allocated \o trains. 

Costs that are not linked lo a particular train are allocated to irains proportionally using 
allocation variables. These variables are typically operating or other types of statistics from 
another Amtrak infonnation technology system, such as the Operations Managemeni Syslem 
(OMS) or Passenger Accounting System/Automated Lifi Match System (PAS/ALMS). For a 
cost lo be correctly allocated in RPS, it musl be correctly coded in the general ledger and also be 
allocated lo trains using an appropriate allocation stalislie. RPS is not a static system. Ils cost 
allocation rules are periodically updated to refiecl changes in Amtrak's operations and lo 
improve the allocation mclhodology. 

RPS allocates general ledger transactions to Amlrak irains. To the exlent that the general ledger 
captures all .Amtrak expenses and lo the extent that those expenses are properly assigned or 
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allocated. RPS costs provide a reasonable estimate ofthe Fully Allocated cosls for Amtrak 
routes. 

2.2.3 RPS Usage 

Although RPS calculates Fully Allocated cosls, making it useful for examining the profitability 
of specific routes, for reporting historical roulc profitability, and Ibr delermining cosls Ibr state-
supported services, il currently does nol calculate avoidable cosls.^ RPS is not considered an 
appropriate tool for analyzing route and service adjuslmenls. In recent years, Amlrak has begun 
reporting "FRA-defined costs." FRA-defined cosls arc groups of cosl categories roughly 
corresponding lo route costs, and therefore likely to disappear ifa particular roulc were 
eliminaled. Although FRA-defined cosls have been used as a proxy for route level avoidable 
costs, they are considered a temporary measure and not a permanent solution to the issue of 
identifying avoidable costs Ibr the purposes of managerial decisionmaking and Federal 
Government oversight. 

RPS estimates and reports Fully Allocated costs monthly. Cosls arc allocated lo trains and the 
train level cost data is aggregated to the route level. RPS also assigns each allocated cosl lo an 
"RPS Line," allowing .Amtrak to report the costs associated with a particular train or roule by 
broad cost category. 

RPS also separates and reports costs as either "above-the-line" or "below-the-line." Above-lhe-
linc cosls arc eosls associated with Amtrak's core national train service (NTS) business that are 
distributed lo Amlrak trains. Below-the-linc cosls. on the other hand, are cosls not associated 
with Amlrak's core business. Cosls, directly associated with Amtrak's other businesses 
including ils commuter operalions and reimbursable businesses, are considered below-the-line in 
RPS. However, many categories of overhead-type expenses exist that the curreni RPS 
distributes exclusively among train routes Ihal more properly should also be shared by the 
ancillary businesses. Other above-lhe-linc costs are the depreciation and interest expenses listed 
in the monthly RPS report submitted by Amlrak to FRA. In contrast, the RPS tables included in 
the Monthly Performance Reports posted by .Amtrak on ils Web site do nol disiribute 
depreciation and inlercst to NTS trains or ancillary businesses but rather report Ihcm as lump
sum items that reconcile the RPS dollar amounts wilh the lolal of all expenses appearing on 
Amlrak's consolidated corporate income statements. 

2.3 RPS Interfaces 

RPS interfaces with several other information systems al Amtrak. 

' In lOOJ, the system also calculated the long-term avoidable cosls, the short-term avoidable costs, and the fixed 
costs tor routes, but there were doubts about the accuracy ofthe underlying methodology and the procedures ha\c 
not been maintained 
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2.3.1 Financial Information System (FIS) 

Transactional data on Amtrak's revenues and costs comes from Amlrak's general ledger or 
Financial Infonnation System (FIS), which classifies and records all company financial 
transactions. FIS is used lo produce Amtrak's audited financial statements and is a 
comprehensive and accurate source of Iransaclional data suitable for obtaining historical 
rcvenues and costs when estimating Amtrak route profitability. Each financial transaction in FIS 
is coded according to the following characteristics: 

1. Responsibility Center fResCen or RC). The organizational unit wilhin Amlrak 
responsible for incurring the expense. 

2. Business Line. The specific line ofbusiness, sub-business, customer, or product 
line associated wilh a revenue or expense. 

3. Accoimt. The type of expense. 
4. Function. The nature ofthe activity or type of work performed. 
5. Location. The physical location associated with the transaction. 

The combination of these five codes is called the Primary Account Key also known as the 
Account Code Key (ACK). The codings associated with each transaction, in particular Function, 
ResCen, and .Account, are key elements in how each transaction is allocated wilhin RPS. 

2.3.2 Other Interfaces 

RPS interfaces wilh and receives statistical data from several statistical systems and databases in 
addilion to FIS. Mo.st .statistical data arc calculated externally and provided lo RPS while some 
calculated wilhin the system. In addilion, most statistics are calculated at the train level while 
others are calculated al olher lhan the train level such as Total Boards and Deboards (TBD), 
which is calculated at the station level. 

The primary source of train operating statistics is OMS, a mainframe-based system that 
calculates and maintains statistics such as train mileage, vehicle trips, and frequency. The Train 
Unit Statistics (TUS) system is a DB2 mainframe table that captures and stores data on 
equipment moves by city pair from OMS. Data from TUS arc used by RPS to calculate certain 
important statistics on equipmeni usage. The PAS.'ALMS system is the source ofdata on 
passenger boards and deboards at stations and flows into RPS through the Amtrak's Revenue 
Data Warehouse. Onboard labor hours (OLH) data are coded directly to individual Irains in 
Amlrak's payroll system and fiow into RPS through its interface with FIS. 

RPS currently resides on a mainframe compuler and is accessed through a post-processing 
system called Financial Gateway (Fingate). Fingate provides access to data from several .Amtrak 
systems, including RPS and FIS and allows users to prepare summary level reports and to 
analyze and view data al a detailed level. Fingate uses a multidimensional online analytic 
processing (MOLAP) database and a set of Microsofi Excel extensions ihal allow MOL.AP data 
lo be analyzed using Excel. Not all RPS data is available through Fingate due to Excel capacity 
limitations and Amlrak statfmusi sometimes access RPS directly through the mainframe syslem. 
In practice, however, very few Amlrak statTusc the mainframe system, thus limiting their ability 
to fully utilize the outputs of RPS. 
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3 From RPS lo Amtrak Performance Tracking 

3.1 Summary 

The APT system will replace RPS and will implement the methodology described in this report. 
APT is the culmination of etlbrts by Amlrak. FRA. and Volpe lo develop an improved 
methodology and a process for calculating and reporting Fully Allocated costs, .Avoidable costs, 
and revenues for Amtrak routes and olher businesses. 

APT is an information technology systcin implemented and managed by the Financial Analysis 
and Syslcins Division within Amtrak's Finance Department. APT was developed through the 
synthesis of two parallel efforts to improve the availability of cost information at Amtrak. .As 
noted in Seclion 1.0, FRA tasked Volpe to help the agency meet its legislative mandate of 
developing a methodology for delermining the avoidable and Fully Allocated cosls ofeach 
.Amlrak route. In addition, Amtrak recognized the need lo replace RPS with a syslem that was 
morc robust and that would provide Amtrak management with morc accurate and timely 
information to use in analysis, reporiing, and decisionmaking. 

3.2 Requirements Analysis 

One ofthe first steps in developing the cosl accounting methodology was lo define the 
methodology requirements and identify the strengths and weaknesses ofthe allocation 
methodology used in RPS. Volpe staff interviewed various RPS stakeholders, including regular 
RPS users within Amlrak. other relevant Amtrak stalT. and lhe stall'at FRA who use RPS.** The 
interviews focused on RPS functionality, how each Amlrak department utilizes RPS. the 
strengths and weaknesses of RPS, and desired fealures ofa modified or new cost accounling 
methodology. 

3.2.1 Findings 

The primary strength identified by Volpe was that in the majorily of cases. RPS allocates FIS 
transaction expenses to trains and routes at a detailed level based on appropriate cost drivers. 
Because all expense data are obtained from FIS, RPS results reconcile with Amlrak's published 
financial statements. 

The mosl important finding, and the most significant weakness of RPS from the perspective of 
FRA's Congressional mandate, is that RPS does not currently calculate and report avoidable 
costs by route as required by statute. Olher RPS weaknesses expressed by various RPS 
stakeholders include: 

• Resides on a mainframe computer making it difficult lo 
access/inaintain/update. 

• Results are nol transparent/explainable (RPS is perceived as a "black box"). 

'' Participants are listed in Appendix I" 
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• Documentation is inadequate, 

• Results are not aecuratc'reliable and vary inexplicably across periods, 

• Allocation rules are not always intemally consistent, 

• Results are of limited use as a managemeni tool, 

• Docs not allocate General and Administrative (G&A) costs lo non-NTS 
businesses. 

• Does not allocate infrastructure costs lo non-Amtrak users of .Amtrak owned 
infrastructure. 

• "Below-the-line" cosls are not allocated, 

• Capital costs do nol properly refiecl opportunity cost of all capilal equipmeni 
and property employed by Amtrak. and 

• Some allocation rules arc conceptually lacking. 

Some of these points are unequivocally true factual slatements but many are subjective 
judgments that might nol reflect a majority view. Nevertheless, the unquestionable conclusion of 
the study was that RPS does not meet the needs of internal or external stakeholders and that a 
new cost accounting methodology is required that wil l ( I ) fulfill Amlrak's congressional 
mandate. (2) improve lhe real or perceived deficiencies lo RPS, and (3) provide Amlrak. FRA, 
and olher stakeholders wilh more accurate and timely information on Amtrak cosls and assist in 
managemeni decisionmaking. 

.Amtrak must also implement the new methodology within a short period oft ime, which means 
that the methodology has to use readily available information and be compatible wilh existing 
.Amtrak data sources and information systems, such as FIS and Fingate. Finally, to ensure that 
the methodology wil l be u.sed for more lhan jusl fulfil l ing Amtrak's annual reporiing requiremenl 
to Congress. Volpe and FRA also had to obtain Amtrak's acceptance regarding the usefulness 
and validity ofthe methodology. 

3.3 Amtrak Init iat ives 

Amtrak also has been working delibcralely to develop an improved cost accounting system lo 
facilitate improved decisionmaking among Amtrak management. Over the next several years 
.Amtrak wil l implement several new accounting systems and processes, including the Integrated 
Financial System (known as IFS), a new managerial cost accounling syslem using SAP 
commercial software, for which Congress appropriated approximalely $5 million, and a new 
activity-based budgeting process. Amtrak also recognizes the need to modernize RPS. Through 
the RPS Validation and the RPS System Rewrite Project, real and perceived weaknesses were 
corrected, the qualily and timeliness of RPS results improved, and system functionality 
expanded. 

3.3.1 RPS Validation 

In 2006, Amlrak formed an RPS Working Group to plan and conduct an RPS validation to 
review and update the relationships or associations between Amtrak ResCens and trains and 
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routes listed in the RPS allocation rules. The objective was lo enhance the credibility of RPS 
results and to improve communicaiion between the Amtrak Finance Department and field 
operations. The validation focused on identifying and correcting errors in the curreni system, 
including validating operational information and procedures, making sure that operational 
changes had been incorporated into RPS rules, confirming the reasonableness of allocation 
statistics, and updating train pools. Amtrak staff also reviewed company data sources to ideniify 
all available allocation statistics, ensuring that RPS was using the best source of statistics, and lo 
ideniify areas Ibr future analysis and improvcmenl, such as fuel and electric propulsion. 

Even though the validation resulted in several improvemenls being made to existing RPS 
allocation rules, the allocation results were generally deemed to be reasonable and accurate. The 
validation effort also resulted in the decision to try lo reduce and consolidate the curreni 
allocation rules in any successor lo RPS. 

3.3.2 RPS System Rewrite Project 

Amtrak's second initiative was the RPS System Rewrite Project. Through this projecl Amtrak is 
implementing a new information system to allocate revenues and costs and to analyze the 
profitability of Amtrak's train and other businesses in a different software and hardware 
environment from the curreni RPS mainframe environment. The end result will be a client-
server-based system supported by the Amtrak Finance Department. The decision to rewrite RPS 
using different software and hardware was based on various internal and external initiatives, 
including several flowing from Federal legislation. Amtrak management deiermined that an 
improved syslem similar lo RPS was required to help Amlrak meet and manage any relbnns that 
Amlrak is required lo implement in the years to come. Amlrak's Finance Department also 
decided lo rewrite RPS lo replace lhe curreni mainframe syslem with a modern client-server 
architecture that would be less ofa black box, morc accessible lo users, and easier to change, 
documenl. and audil. 

The phrase "RPS rcwrile" is not accurate for describing this initiative, which was much more 
ambitious and comprehensive than simply translating RPS sofiware code and transferring that 
code lo a new compuler .system. Amlrak originally iniended lo re-host RPS on a server platform 
and upgrade its functionality in a follow-on projecl. That goal was quickly changed lo include 
expanding RPS functionality to address many ofthe weaknesses documented in FRA's and 
Volpe's requirements analysis described above, and to become the platform for implementing 
the eventual DOT-approved methodology Congress mandated. In lhe end. Amlrak retained 
elements of RPS that worked well and introduced new functionalities, such as the ability lo 
calculate the avoidable cosls of Amtrak routes, allocate G&A expenses to all Amtrak businesses, 
and allocate infraslruclurc-related costs to all users of Amlrak infrastructure, including freighi 
and commuter agencies. 

3.4 APT: A Collaborative Solution 

The similarity between FRA's and Volpe's effort to develop a methodology for estimating the 
Avoidable and Fully Allocated costs of .Amtrak routes and Amtrak's efforl to improve RPS and 
rehost it in a client-server environment otTcred a unique opporlunily for collaboration and 
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synergy that greatly facilitated developing the methodology described in this report. 
Recognizing this opportunity. FRA, Amlrak. and Volpe made the decision lo pursue these 
parallel initiatives as an integrated effort. The result oflhis collaboration is the APT system. 

FRA, .Amtrak, and Volpe worked together on many levels to develop APT. Recognizing early 
on that .APT would be used to assist in preparing data on the avoidable and Fully Allocated cosls 
of Amtrak's routes for its annual report to Congress, Amtrak's Finance Department invited FR.A 
and Volpe to be part ofits RPS System Rewrite Project by helping to evaluate approaches Ibr ils 
new information system and to evaluate software vendors and their proposed solutions. This 
collaborative approach extended lo deciding as a team which new features and functionalities 
APT would include and how the system's cost methodology would be structured and configured. 
Because APT integrates with existing financial and reporting systems. Amlrak assumed primary 
responsibility for infonnation system developmeni. Volpe and Amtrak jointly developed and 
achieved consensus on the allocation rules used lo calculate the Fully Allocated costs of Amtrak 
routes (and the need for additional studies or updates where the preferred rules were not 
immedialely feasible or implemenlable). Volpe assumed primary responsibility for developing 
lhe methodology lo estimate the avoidable costs of Amtrak routes, wilh invaluable assistance 
from Amtrak stafTin providing the necessary information lo complele this work. 

The development of APT was made possible through the collaboration of FRA, Volpe, and 
Amlrak. The fact thai the methodology Ibr calculating the avoidable and Fully .Allocated costs 
of Amtrak routes was developed with substantial input by Amlrak, which means APT more 
likely will be properly implemenled and maintained and the results will be viewed as valid. 

Amlrak will shut down RPS shortly after APT is operational and validated. 
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4 General Principles of Cosl Allocation 

4.1 Background 

Whether a particular method of allocating costs to a company's different products and services is 
appropriate or nol depends on the managerial task al hand. 

4.1.1 Financial Accounting 

Periodic audited financial statemenls. such as those prepared by Amtrak, are produced primarily 
for lhe use of stakeholders external to company managemeni. They are an altempt lo answer Ibr 
a company's stockholders and the general public the question of whelhcr, taken as a whole, the 
company operated profitably during a particular time period, 'fhis requires appropriate 
allocation lo the past lime period oflhe total eash inflows and outflows that took place during the 
period, as well as the proper accrual of noncash revenues and expenses. In turn, the preparation 
of such financial .statements aLso requires the identification of certain portions of these flows as 
constituting not the period revenues or expenses, but rather the acquisition of new assets or 
liabilities that arc useable lo the enterprise over many periods. 

Generally accepled accounting principles (G.AAP) are intended to counter any temptation Ibr 
exaggeration in these statemenls by requiring physical assets to be valued al original cost, not 
subjeci lo markup until sale and subject lo markdown only if proven to be no longer useable. 
This original valuation is preserved when, for future financial statements, portions of these assets 
are allocated to time periods in the form of periodic depreciation expense. 

4.1.2 Managerial Accounting 

Stakeholders inlernal lo a company require different information aboul costs. Within a coinpany, 
management requires that cash outflows be allocated not only lo different lime periods, bul. in 
order to make operating and marketing decisions, also to the various products and/or services 
that the company sells. Managerial accounting asks questions such as: "What expenses arc 
being incurred solely to produce particular products?" and "How much revenue would the 
company have lo receive for each ofils products for all ils period expenses lo be covered?" In 
manufacturing companies, the preparation of public financial statements also requires that some 
portion of total period expense be allocated to particular products to value end-of-period product 
inventory as an assel. 

Managerial accounling is closely related lo management's task of reviewing and controlling the 
period expenses incurred by the different production and inlernal service funclions wilhin the 
company. This typically involves expense budgets based on estimated relationships between the 
volumes of different products or services produced for sale and the expense incurred by 
particular functions. RPS, which allocated a large portion ofeach accounting period's recorded 
expenses lo the differcnt trains on which it provides service, is an example ofa managerial 
accounling syslem. In a nongovernment sponsored company, that is a purely private enterprise, 
such estimates would likely only be included in internal managemeni planning and conlrol 
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reports. In Amtrak's case, however, such infonnation is prepared Ibr distribution to ils diverse 
stakeholders including FR.A, Congress, and the general public. 

4.2 Cost Allocation Techniques 

4.2.1 Identifying and Allocating Direct and Indirect Costs 

Some ofa company's operating cosls, typically certain labor and materials costs, arc directly 
generated by, and thus can be exclusively identified wilh. particular products and,/or services. It 
is appropriate for the financial record-keeping syslem to identify these expenses by direct coding, 
although it is nol cost-effective to do so where the cost of such additional coding would be 
greater lhan the benefit ofthe additional information received. Where an operaling expense is so 
idenlificd and direcily coded lo particular unit of production, then il can be straightforwardly 
attributed or assigned lo each unil ofeach product. 

Other costs arc generated by service activities, such as information and communications systems 
support, plus G&A activities, such as legal staff, that the coinpany requires in order lo operaic 
but can only be indirectly associated with products and/or services. Expenses that cannol be 
directly coded because they are nol directly associated with particular products are normally 
pooled and allocated lo products through the use of "cosl drivers" or allocation statistics 
representing a reasonable estimate ofthe rclationship between the production and the size ofthe 
particular expense pool. All expenses, grouped wilhin a given cost pool, are then allocated on 
the same consistent basis. Certain expenses, such as those related to G&A activities that have no 
reasonably quantifiable relationship to production processes, may be allocated to individual 
products using percentage markups over cosl driver-allocated expense. RPS, which allocates 
certain corporaie overheads to trains on the basis of lotal train expense (TTE), is an example of 
such a practice. 

4.2.2 A Cost Accounting Option: Allocating Service Activity Costs to Production 
Activities 

In managerial accounting systems of manufacturing enterprises, the costs of their inlernal service 
departments, whose activities arc not directly rclated to individual products, are typically 
allocated to their production departments, whose lolal costs are, in tum, finally allocated lo the 
different products manufactured for sale to customers. At Amlrak, by contrast, cost allocation 
stops at the level of Irains. which might be viewed as "production activities." even though 
.Amtrak's true "product" is its transportation of individual customers. In RPS. all costs attributed 
to individual irains, including those of Amtrak's service activities or G&A activities, are either 
(1) directly identified wilh or (2) allocated lo those trains either by cost drivers representing 
characteristics oflhe trains themselves (engineman hours, locomotive miles, elc.) or by markup 
over already-allocated expense. RPS treats trains as the products lo be costed; it does nol 
currently allocate cosls to subtrain level services, such as point-to-point basic transportalion. 
sleeping car service, and food and beverages sold to customers on the same train. 

Several acceptable alternatives exist Ibr allocating costs to individual products. The simplest 
method is the single-step approach. Under this approach, all lypcs of cosls. such as production 
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department costs, service departmenl costs, and G&A cosls, are allocated directly to final 
products. Where the cost efiects ofa company's products throughout the enterprise can be 
traced by detailed product coding or the pattern of these elTccts dilTers liltle between products, a 
single-step allocation melhod is satisfactory. RPS employs a single-step approach to cosl 
allocation. As noted above, each expense in FIS is either directly assigned or allocated lo a final 
"product." for example, either an Amlrak train or olher business, in a single step. 

Where the cost burden of service activities is unevenly distributed among products, some of 
which pass through production processes that have required considerable ser\-icc activity support 
and some of which do not, a multi-step approach may be used. Under a step-down or two-stage 
method, costs are trickled down from service departments to other service departments and 
production departments, using cosl drivers Ihat refiecl the nature ofthe workload placed on the 
former by the latter and ultimately lo final products. A morc complex approach, the reciprocal 
melhod. involves setting up a series of equations to allocate costs among all service and 
production departments simultaneously rather lhan in a particular sequence as in the step-down 
method. Given the similarity of Amtrak's Irains in the sense ofthe type, i f not the quantity, of 
cosl inputs they require, combined with its extensive collection of statistics describing individual 
train characteristics and available Ibr use as cost drivers, a multi-step system is not the mosl 
appropriate for this new cosl accounling methodology. 

4.2.3 Recogn iz ing Cost Var iabi l i ty 

When managers use product cosl information, they musl distinguish between costs that vary 
directly with production volume and those that are fixed over certain ranges of production. 
Many indirect costs may vary partially with production volume. Separation of these costs into 
fixed and variable elements may be estimaled by inspection of past volume and expense records 
or by subjecting production and expense data to formal regression analysis. 

4.3 Defining Avoidable and Fully Allocated Costs 

.Amtrak is required by statute to report periodically the "Avoidable" and "Fully Allocated" costs 
of i ts routes. Some confusion can arise over the definition of these terms in different 
applicalions. 

4.3.1 Classic Fu l l P roduc t Cos t ing in the Manufac tur ing Env i ronment 

Manufacturing firms ollcn value their units of product inventory on the basis of their directly 
traceable cosls of labor and materials plus that portion of indirect manufacturing cost that they 
believe varies with product volume. This might be thought of as the avoidable cosl of 
production. They then add an allocation oflhe remaining indirecl manufacturing cost to arrive al 
lhe typical "ful l absorption" invenlory value that is used for financial statemenl purposes. 
Corporaie G&A cosls are normally nol included as they are considered costs pertaining lo the 
particular accounling period on which the slalcment reports and nol suilabic to be capitalized as 
part of inventory assel values. 
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When projecting the cost ofa possible increase in volume, however, manufacturing managers 
would consider the lolal incremental costs that would be generated by such an increase, that is. 
variable manufacturing costs plus the portion of marketing, administrative, and olher corporaie 
costs that they believe would var>' with volume. Ifthe contemplated volume increase were 
significant enough to require expanded equipment and facilities, incremental capilal charges 
would have to be considered. 

4.3.2 Avoidable Costs 

The term "Avoidable Cost" has been employed by the Surface Transportalion Board (STB) and 
ils predecessor Inlersiale Commerce Commission (ICC) for many years in deliberations 
regarding abandonment ofrail lines and discontinuance ofrailroad ser\ice. The definition and 
usage oflhe term in this study largely follows this precedent.' 

Avoidable Costs are defined as costs that cease lo exist when a route is no longer operated. 
When a service stops being provided, some activities that were required lo provide it can be 
eliminated or reduced to a smaller scale. The cosls ofthe resources they previously consumed 
are avoidable. The portion ofa company's costs that may be considered avoidable clearly 
depends on the time horizon involved. In a sense, all costs are avoidable in Ihat ifa company 
discontinued all productive activities and liquidated, then it would have avoided all its costs of 
operation because it would nol be operaling. Short of liquidation, however, a company may 
avoid certain support activity costs and capital cosls for certain facilities and equipment by 
reducing its volume of productive activity, although a lower scale of operations may not allow 
the same efficiency in the application of direct labor or materials lo production. I lowever, a 
company's Avoidable Cost of producing a product is understood to mean the costs that the 
company would not incur, allcr a period long enough lo make appropriate adjustments in direct 
production labor and purchases of materials and business services, if il discontinued some part of 
Its production without changing the scale of those parts ofthe enterprise that support rather than 
perfonn direct production activity. 

Procedures lo estimate Avoidable Costs for STB and ICC deliberations include the recognition 
of lost revenues on connecling services. By including these effects, a more complete measure of 
the financial impact of service lerminalion on the enterprise is provided. These lost revenue 
elTects will exist lo varying degrees if Amlrak routes arc terminated, but have not been included 
in this methodology for regular reporting of .Avoidable Costs and should be considered as part of 
follow-on developmeni efforts. As Amlrak's Irains function as a network and changes to 
individual or multiple trains likely result in changes to revenue nol jusl on the affected trains but 
on other Irains, calculating the avoidable revenue is a dilllcult exercise. 

Distinctions exi.st between Avoidable Costs as used in Ihis methodology and the similar concepts 
of variable costs, incremental costs, and marginal costs that are used elsewhere for olher 
purposes: 

' Differences arise in the treatment ofcapital charges and liquidation of assets. 
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. Variable costs are those that fluctuate directly wilh the level of output, in contrast to 
fixed costs which do nol vary. Total cosls arc the sum of fixed and variable costs. 

. Incremental co.sts are the costs that vary, either positively or negatively, as output 
changes from a baseline level. 

• Marginal co.sts are the differential cosls of (only) the last unit of production, either 
added or subtracted. 

. Avoidable Costs refer to the specific case in which output is reduced or eliminaled. 
Because it is used in conjunction with specific lime horizons, i l can include what are 
referred to as fixed costs in the olher cost concept definitions. This gives rise to the 
succinct statement: "Al l variable cosls arc avoidable, but nol all Avoidable Cosls are 
variable." 

4.3.3 Fu l l y A l l oca ted Costs 

A general definition for Fully Allocated costs may be taken from the management question 
posed in the background section above, that is: " I low much rcvenue would the enterprise have to 
receive for each of i ls products for all ils period expenses lo be covered?"'" Allocation of all 
cosls to individual products and services does not imply that each product caused its particular 
portion of lhe company's total cosls, but rather defines the level of revenue that, for all products 
taken together, is required for the company lo recover all its costs. These include time period 
allocation of past capilal investmenl costs in the form of depreciation expense and payinent in 
the fonn of interest expense for remaining outstanding debt used to financed these investments. 

In some siluations, an allowance for profit is included in the Fully Allocated cosl for a product or 
service, which, however, is not an expense that appears in the expense .section ofa company's 
income statement. For example, governmeni bodies sometimes contract for services on a Fully 
Allocated cost basis with the intention that vendors selling under such arrangements be enabled 
lo recover all their costs, including those nol directly identifiable wilh contract performance, plus 
usually an allowed level of net income. A similar approach is generally taken when government 
authorities empowered lo regulate the prices charged by public utility enterprises evaluate the 
costs ofthe sen'iccs these firms sell to the public. 

Two costing definitions are encountered in cosl allocation literature:'' 

Full absorption costing: The costing method that assigns all lypes of mann/'actnring 
costs (direct nialcrial, direct labor, fixed and variable manufacturing overhead) lo units 
produced. Full absorption costing excludes nonmanufacturing cosls such as markeling, 
administrative, interest, and olher central corporate expenses. 

Full costing ('"Fully Allocated"' costs): The lolal cost of producing and selling a unit: 
otlcn u.sed in long-term profitability and pricing decisions. Full cosl per unit equals full 
absorption cost per unit plus markeling, adminislralive. interest, and other_cenlral 
corporate expenses per unit. The sum of full eosls Ibr all units equals tolal costs ofthe 

This presumes that those expenses not attributable exclusively lo a particular product were allocated to all 
products on a consistent basis 
" Glossary cifCosi Miiiui\ifmcni C(>nce/)i.\\ Roman Weil, Chicago' University of Chicago. 
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firm and is the concept used in this Fully Allocated cosl methodology. 

4.3.4 Substitution ofa Forward-looking Capital Charge in Fully Allocated Costs 

I f calculated on the basis of underlying financial accounting data, the Fully Allocated costs of all 
o fa company's products should total all expenses shown on ils income statement for the time 
period during which lhe products were produced and sold.'" Although presuming that the 
enterprise wil l continue to operate in the fulure and requiring certain projections of future 
financial obligations it has undertaken. GAAP-compliant income slatements iniended Ibr 
external financial reporting essentially con.stitute an evaluation ofa company's activities in the 
past. In particular, depreciation charges are based on the values of physical assets recorded in 
balance sheet accounts at the time of acquisition and inlerest expense on the provisions of still-
outstanding debt obligations contracted for in the past. For intemal decision-making and 
planning purposes managers may project these capital charges, as well as other expenses, as they 
wil l likely appear on fulure financial statements, when the firm's economic conditions may be 
differcnt. As explained in Section 7.7. however. Volpe recommends that the capital cost element 
o fa new Amlrak route cost methodology be based on the same "historical" values of physical 
assets as underlie Amtrak's GAAP-compliant financial statements, which appears consistent 
with normal practice in external financial reporiing and may be presumed to respond to the intent 
of Congress in requiring that such a methodology be developed. As wil l be further explained, 
the only modification lo a "backward-looking" approach lo capital costs recommended here is 
use ofa continuously-updated rate of return in converting past assel acquisition values into 
capital charges applicable to current periods. 

'" However, one would not nonnally e.xpcet these total fully allocated costs to have included any expenses reported 
on the enterprise's income statement as extraordinary or non-recurring or as income lax expense, the latter only 
constituting a continuing cosl to the extent, under tax liability calculation procedures, other costs are eventually 
exceeded by revenues. (/Xmtrak. in any case, is exempt from Stale and local income taxes and has not been 
recording any income statement provisions for federal income taxes ) 
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5 Methodology for Estimating Fully Allocated Costs 

5.1 General Approach 

The methodology for estimating Avoidable and Fully Allocated costs for Amlrak's routes 
observes established principles of cost allocation outlined in Section 4 oflhis report, while al the 
same time reflecting Amlrak's unique circumstances and requirements, and correcting some of 
the real and perceived deficiencies ofthe curreni RPS syslem. 

Although Amlrak is currently developing a new infonnation technology system for 
iinplemenling the methodology described in this reporl, both for practical purposes and to 
maintain consistency with Amtrak's audited financial reports, any methodology used by Amlrak 
lo calculate avoidable and Fully Allocated co.sts must operate within the constraints ofthe 
company's other information technology systems and ofits recordkeeping structure. These 
include FIS, and its various systems for calculating and maintaining operating and other 
statistics, such as OMS and PAS.'ALMS. As discussed eariicr in this report, each financial 
transaction in Amtrak's general ledger is identified by five pieces of information: (1) ResCen, (2) 
Business Line, (3) Account. (4) Function, and (5) Location. The methodology for estimating 
avoidable and Fully Allocated cosls will focus primary on three of these designations, namely, 
lhe ResCen, Account, and Function. 

Discussions among FRA, Amtrak, and the Volpe Center concluded that lo accurately estimate 
cosls for Amtrak's trains and routes and to correct deficiencies ofthe curreni system, the 
methodology must incorporate additional systcin requirements beyond those found in RPS. 
FRA's primary mandate is to develop a methodology for estimating the avoidable and Fully 
Allocated costs for Amtrak's routes. Amlrak's current RPS syslem, however, does nol estimate 
avoidable costs. Further, for a number of reasons, RPS docs not clearly or accurately allocate all 
coinpany costs to Amtrak routes and other businesses.'' For example, the current RPS syslem 
allocates some costs entirely lo its Irain routes that should be spread across bolh the company's 
routes and its other businesses, thereby overburdening the former. To accurately estimate 
avoidable and Fully Allocated cosls for Amtrak routes, the new methodology must allocate 
systemwide costs, such as G&A and other overhead costs, lo all of Amlrak's businesses in a 
logical and equitable manner. It must also allocate Amtrak infrastructure-related costs to all 
users of Amtrak infrastructure. 

The methodology described in this reporl is also intended to improve the accuracy oflhe cost 
estimation process by improving the logical process through which costs are spread among 
Amlrak's routes and other businesses and. lo the extent possible without necessitating changes to 
underlying business operalions. by reducing the methodology's susceptibility to coding errors. 
Finally, the methodology ideally should be clear, rclalively easy to understand and explain, and 
readily maintained and updated in response to changes in coinpany operations. 

' ' In addition to its National Train System (NTS), .Amtrak operates several other businesses, including Commuter 
Operations, freight & Commuter Infrastructure .Access, Reimbursable, and Commercial businesses. 
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To achieve these objectives, the new methodology for estimating avoidable and Fully Allocaled 
cosls incorporates the following strategies: 

Increa.sc the proportion of costs directly coded lo (and therefore capable of being directly 
assigned to) trains. This effort, however, is constrained by certain fealures of Amlrak's 
accounting syslem and operational processes. 

• Focus primarily on RcsCens to allocate shared expenses that cannol rea.sonably be directly 
coded to Irains. Discussions with Amtrak's Finance Department staff indicated that 
operating expenses in FIS are most accurately coded to ResCens; other codings in FIS, such 
as Function and Account, are more prone to coding errors. 

• Allocate RcsCcn expenses described in bullet two above at the more finely grained Function 
and Account levels in order lo better match Amlrak train and olher business activity with 
resources consumed. 

Most RcsCcn costs are allocated to Amtrak routes and other businesses through a single-step or 
direct process. Given Amtrak's extremely detailed cosl coding system, it was determined that 
the step-down and reciprocal approaches to cost allocation described in this report's previous 
section would likely add needless complexity lo the methodology. Finally, route costs will 
follow Amtrak's exisling convention of allocating costs to the train and then aggregating 
("rolling up") costs lo the roule level. Not only is this the mosl accurate means of estimating 
train and route cosls, but such an approach has the practical advantage of allowing the utilization 
of existing Amtrak operaling statistics. 

5.2 ResCen Family Structure 

A particularly important feature ofthe methodology for estimating avoidable and Fully Allocated 
cosls involves the grouping of Amtrak's ResCens into cosl categories or "Families" based on 
similarilies of costs and activities, as reflected by Functions. Accounts and other factors. RcsCen 
families provide a framework both for the purpose of analysis and for the allocation of costs to 
trains and other .Amtrak businesses. While the Family framework was designed primarily as a 
tool for estimating Fully Allocated cosls, it also serves as the basis for estimating avoidable 
costs; i.e.. Fully .Allocated and Avoidable Cosls are estimated in a parallel manner for each 
RcsCen Family. 

An analysis of Amtrak RcsCen activity has resulted in the development of nine broad RcsCcn 
families, broken down for allocation purposes into 36'"* Subfamilies. In a few cases. Subfamilies 
are further broken down into Subcategories. The following tables list the nine families and one 
example ofa RcsCen Subfamily breakdown. .A full listing of ResCens Families, Subfamilies, 
and Subcategories and their members, roughly 1,600 ResCens in tolal.'"^ can be found in 
.Appendix A. .A key element ofthe methodology is Ihal ResCen families arc mulually exclusive 

'•* Only 36 are used for cost allocaiion but APT uses a 37th to provide a mechanism for treatmeni of expenses that 
are not considered costs under this methodology. 
' ' The exact number of Re.sCens changes as the Amtrak organizational structure evolves over time. 
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in tenns of their members (each ResCen is assigned lo one and only one Family). The same rule 
holds true Ibr Subfamilies and Subcategories."' 

Allocating ResCens expenses through the mechanism of RcsCen Families has a number of 
advantages over allocating general ledger expense entries in a less systematic manner. 
Organizing the estimation methodology around RcsCcn Families provides structure lo the 
allocation process, and helps to ensure that similar types of expenses arc allocated in a consislenl 
manner and to the correct routes and businesses. Within each Family, rules exist for how lo 
allocate particular types of expenses based on the Functions and Accounts associated with those 
expenses and other factors in special cases. Organizing the cost allocation process around 
ResCen Families improves the clarity oflhe overall methodology by organizing these numerous 
rules into a smaller number of "mela-rules," or Profiles.'' Each Subfamily or Subcategory has 
ils own Profile, consisting of all the rules for allocating expenses for RcsCens contained in that 
Subfamily. Because all ResCens in the Subfamily perform similar acliviiies and all expenses 
within those ResCens are allocaled using the same rules as specified in the Subfamily profile, 
expenses for similar activities arc allocaled in a consistent manner. Furthermore, allocating 
expenses through such Profiles makes the new methodology easier to implement and update. 

Establishing Profiles for the various Subfamilies of ResCens also improves the accuracy ofthe 
methodology by providing a mechanism Ibr monitoring possible incorrect cost coding. Under 
the new methodology, an expense coded to a particular Re.sCen is allocated lo trains and other 
businesses associated with that ResCcn no matter what Function or Account is associated wilh 
the expense. The methodology also includes a capability whereby cosls coded to a ResCen that 
do nol conform lo that RcsCens profile, for example because they are coded with an 
inappropriate or atypical Function or Account for that Subfamily, are flagged for review. Costs 
that are propcriy coded would be allocated lo irains and business associated wilh that ResCen in 
a logical manner; costs that arc not correctly coded would be redirected to the appropriate 
Family. 

The development ofthe ResCen Families was a collaborative process between Amlrak and the 
Volpe Center. This process entailed two steps. Firsl. the overall Family structure, including 
Subfamilies and Subcategories, was created based on an understanding ofrailroad operating 
requirements and conventional organizalional structures. Second, RcsCens fitting the Subfamily 
and Subcategory Profiles were assigned lo those cosl categories based on an analysis of 
Amtrak's Chart of Accounts and discussions with Amlrak field and finance staff 

"• Due to the current configuration of ResCens at .Amtrak, a small number of exceptions e.xist to the rule that cosls 
within a ResCen single Family. Subfamily or Sub-category are allocated perfectly consistently, for example. 
ResCen 0202. Corporate Common, is a member of Sublamily 603, Qualified Management and Ser\ ices, however, 
because it is extremely broad in the scope ofits activities, this ResCen must be treated dilTerently than other 
ResCens within this subfamily. Rather than create a subcategory consisting a single ResCen, ResCen 0202 was 
allowed to remain in Subfamily 603. 
' • Profiles are explained m more detail in Section 5.3 2 below, and a full listing appears in Appendix .A. 
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Table 5-1: Ilierarchv of Amlrak ResCen Families 

Familv # 

100 

200 

300 

400 

500 

600 

700 

800 

000 

RcsCcn Families 
Family Name 

Maintenance of Way 

Maintenance of hquipmcnt 

Operations - Transportation 

Sales & Marketing 

Stations 

General & Adminislralive 

Capital 

Utilities 

Police hnvironnicntal & Safely 

#300 Operations - Transportation Fami[\ 
Subfamily # 

301 
302 
303 
304 
305 
306 
307 
308 
309 

#301 OBS Subfamily 
Subcategory # Subcategory Name 

30l_l Crew 
301 2 Supplies 
301 3 Commissary Management 

301 4 Support 

Subfamily Name 
OBS 
T&IF, 

Yard Operations 
hud 

Transportation-Multiple 
Train Movement 

Train .\1ovcmcnt-Host RR 
Transportation-Support 
Power-hlectric Traction 
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5.3 Estimating Amtrak's Fully Allocated Costs 

5.3.1 Definition 

As defined in Section 4 oflhis report. Fully Allocated Costs for a product or service are the total 
costs of producing and selling that product or service, including all lypes of production costs 
(direct materials, direct labor, and fixed and variable overhead) and also a share of marketing, 
administrative, financing and other central corporate expenses. 

5.3.2 ResCen Subfamily Profiles 

The ResCen Family structure of Families. Subfamilies and Subcategories described above 
provides lhe framework for the estimation of Fully Allocated cosls. Each Subfamily has a 
Profile which establishes the rules for allocating expenses wilhin that Subfamily. The members 
ofeach Subfamily (ResCens) detennine the expenses lo be either assigned or allocated; that is. 
expenses coded lo a ResCen belonging lo a particular Subfamily will be allocaled according lo 
that Subfamily's rules. The expenses referred in the incthodology are transaction level expenses 
from FIS. 

The Profile or mela-rule for each Subfamily establishes several essential elements ofthe method 
for estimating Fully Allocated costs. Firsl, il establishes vvhelher an expense will be directly 
assigned lo a train or olher Amtrak business"" or allocated. In the methodology, expenses that 
are coded wilh a train number are directly assigned to that train without undergoing any 
allocation process. The wages of Amtrak onboard service employees, for example, are coded 
directly lo the train on which they work. In addition, in certain cases, the RcsCen or Function 
indicates the train or other business that should receive the cost. ResCen 1\\?>, for example, is 
"Yard Crews Virginia Rail Express (VRE)," which specifies that this ResCen is responsible for 
the Yard Crews that handle VRE irains and. iherefore. all ofils expenses should be assigned lo 
Amtrak's Commuter Operating business. Similarly, Function 1997. Mainlenance-of-Way 
(MoW) Reimbursable, indicates that all ofils expenses should be atlribuled to Amtrak's 
Reimbursable business. 

Expenses that are not coded wilh train numbers and that cannot be traced lo a train or other 
business through any other means are allocated. Each expense in Amtrak's general ledger. FIS. 
is coded wiih a Function code and an Account code. The Subfamily Profile determines how 
expenses coded with each Function code and Account code are allocated and what allocation 
statistic is used to allocate expenses associated wilh each code (how an individual expense is 
allocated is referred lo as ils "allocation rule"). The allocation rules are the same for all RcsCens 
in the same Subfamily (or Subcategory). For example. ResCen 2554, Station Services Savannah, 

'̂  Although this report refers to co.sts being allocated lo trains for the purposes of conci.sencss, the methodology 
allocates costs both to Amlrak's NTS trains and to all its other businesses and the references to allocating to trains 
should be read to mean allocation lo trains and other Amtrak businesses where appropnate. 
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G.A, and ResCcn 2858, Stations Services Seattle, W.A, arc both in the Stations-Shared Subfamily. 
Expenses coded to Function 1271, Station Services-Station Operations, in FIS al those stations 
will be allocated to all Irains served by those stations using the same allocation statistics, namely 
(TBD). 

5.3.3 Allocation Statistics 

Allocation statistics are typically operating or other types of slalislics from another Amtrak 
information system, although they also may be manually calculated or calculated within the new 
APT system. For an expense to be correctly allocated lo trains, it has lo be assigned an 
appropriate allocation statistic, which is used lo calculate lhe share of an expense that is allocated 
10 a particular train. Each train receives a share ofa given expense in proportion to the value of 
its allocation statistic rclalive to the lolal value of that statistic for all rclevant trains. Two main 
criteria exist for choosing the allocation statistics. Firsl, an allocation statistic needs to be 
logically related to the activity gcneraling the expense, preferably a cost driver. Second, il needs 
to be available for all irains and other businesses lo which the expense is allocated. The statistics 
used in lhe Profiles satisfy these criteria, however, in a few cases, the preferred statistic for 
allocating a certain expense was not available and an aitemate, bul still reasonable, statistic was 
chosen. A description of all the allocation statics used in the methodology can be found in 
.Appendix D. 

In some cases, all or nearly all Subfamily expenses are allocated using a single allocation 
statistic. In others, several differcnt allocation statistics are required depending on the Functions 
and/or Accounts making up the Profile or other special features ofthe Subfamily. In a few rare 
cases, the allocation rule requires that a single expense be allocated using more lhan one 
statistic. This is the case in which a single cosl driver could not be identified for the activity 
associated wilh the expenses or a portion of expenses have no single reasonable cost driver 
associated wilh them. 

To allocate an expense using more than one statistic, the methodology uses an "ACK Ratio". .As 
detailed in Seclion 2 oflhis reporl, ACK stands for Account Code Key and refers lo the fn'c 
information codes attached lo each transaction in Amtrak's FIS (ResCen, Business Line. 
Aecouni. Function, and Location). An ACK Ratio is a value between zero and one that defines 
the proportion of an expense that is to be allocated using each allocation stalislie. Together, each 
ACK Ralio musl sum to one for a particular expense. When ACK Ratios arc used, they are 
specified clearly in the Subfamily Profile. 

Several ACK Ratios were utilized in cases when professional judgment and-'or olher research and 
analysis were used to determine that a single slalistic was inappropriate. One such example is in 
Subsidiary Subfamily #605. where some self insurance expenses associated wilh the Passenger 
Railroad Insurance Limited (PRIL) subsidiary are allocated using an ACK Ratio. Although 
expenses share the same ACK code, some arise due lo the operation of NTS trains and other 
are self insurance expenses covering liabilities related to Amtrak employees performing work for 
third parties. The laller is rclalcd solely to Amtrak's Reimbursable business and needs lo be 
allocated lo thai business alone. Based on a review of liability claims by Amlrak staff the 
majority of insurance claims (66 percent) are allocated lo NTS trains based on Tolal Passenger 
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Miles (TPM) and the remainder (34 perceni) are directly assigned to the Reimbursable 
business. The methodology uses an ACK Ratio of 0.66 for NTS and 0..34 for Reimbursable lo 
achieve Ihis. Similar analyses conlribuled to the use of ACK Ratios in olher Subfamilies. The 
use of ACK ratios is noted in the Section 6 descriptions of allocution methodology for individual 
Subfamilies, or in Appendix A (in the Statistics columns oflhe Profile tables), or bolh. 

5.3.4 Cost Objects 

Subfamily Profiles identify the cost objects or entities to which costs are allocated. In the case of 
Amlrak, cosl objects include trains and other businesses. 

Activity Groups 

An Activity Group is a fixed list of trains and other businesses lo which expenses are allocated. 
Activity Groups are used lo restrict the list of trains and other businesses to which a ResCen 
expense is allocated. For example, Tumaround RcsCens clean, inspect, and perforin minor 
repairs on Amtrak irains and Aintrak-operated commuter trains before each departure. Although 
turnaround servicing is performed by a ResCcn at a train's origin, trains are nol always serviced 
al each Tumaround ResCen through which their routes pass. Thus, .Activity Groups arc used to 
limit and identify the particular Irains that receive a share of expenses at each ResCen. 

Statistical Qualifiers 

Another way to restrict the list of trains to which a cost is allocated is through statistical 
qualifiers or "Stat Qualifiers" (SQ). SQs use ResCen. Location. Station, Station Pair or olher 
infonnation to define a list of trains to which cosls will be allocaled. When a SQ is used, only 
trains that meet established criteria receive a share oflhe cost being allocaled. For example. 
"ResCcn Slat Qualifiers" are used in the Trainmen and Engincmen (T&E) Subfamily lo allocate 
expenses that are not directly coded and assigned to irains. Expense ,̂ coded to Function 1617 
(T&E Overhead) al T&E crew bases are allocaled using the allocation statistic frainmen and 
Engincmen Hours or TEI I. To allocate expenses associated with Function 1617 al a certain crew 
base (Ibr example. RC5624. BOS-NIIV Road Engine Crews), all irains with a non-zero value Ibr 
TEH al that ResCen are identified and Function 1617 expenses are allocated only lo those trains. 
The list of Irains is dynamically defined, in that as operalions change, the list also changes 
without any need for any manual changes to the Profile or allocation mle. 

5.3.5 Other Methodology Features 

Treatment of Capital Costs as Part of Fully Allocated Costs 

Any sizable enterprise, and especially a railroad with its rolling stock and fixed infrastruclure, 
has expenditures for items that are long-lived relative lo the typical monthly, quarterly, and 
annual financial reporiing periods. These expenditures are referred to as capital costs and are 
given .special treatment in the reporting of operating costs under G.AAP. Using GAAP 
guidelines, capilal costs, rather than being reflected in the time period in which they arc actually 
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incurred, are annualized over the expected time period for which the assel is expected lo 
contribute lo the production of output (in the ease of Amlrak, the output is mostly the operation 
of trains). The annualized charge or cost is referred to as depreciation and is used in the income 
slatement calculation of profit or loss from continuing operations. In addition, the inieresi 
expense on funds borrowed to cover capilal expenditures are shown on the income statement in 
calculating the lolal nel profit or loss oflhe enterprise. 

In determining how best to incorporate the cost ofcapital into .Amlrak's Fully Allocaled eosls, 
consideration was given its hi.story of public sector contributions towards capital expenditures, 
the use of borrowings (and hence interest costs) for the acquisition of only certain subsets ofils 
capital assets, and .Amlrak's use of leases and salc-lcaseback transactions Ibr some capital assets. 
Il was decided that allocating GAAP-defined depreciation and interest to Irains and other 
ancillary businesses could not be done in a manner that would yield a cosl contribution to Fully 
Allocaled costs that reflected the relative usage ofcapital assets for particular Irains. Instead, it 
was decided that a synlhelic capital charge provides a more representative measure ofthe 
resource cost of all capilal equipment and property—regardless of how financed—currently 
being used by Amtrak to produce ils various services and outputs. The synlhelic capital charge 
is an annualized value based on the original acquisition costs ofthe assets and the underlying 
opportunity cost ofcapital as a production resource as refiected in the U.S. Treasury long-term 
borrowing rale. Because Amlrak's data systems do not link capital assets to RcsCens in specific 
areas, other procedures link them to the Irains and other businesses Ihcy support. 

The development ofa mclhodology for calculating, on a sound economic basis, a capital charge 
to be allocated lo businesses and irains in bolh Fully Allocated and avoidable costing modes, 
implies no recommendation regarding the practical appiicalion—for example, in the negotiation 
and pricing of services that Amlrak performs for olher entities—ofthe charges thus calculated. 
The capilal charges, like olher topics covered herein, are presented solely for the sake of 
objeclively and comprehensively responding lo this report's Congressional mandate, thereby 
advancing the state-of-the-art in the allocation and analysis ofthe costs of intercity passenger rail 
service. 

Total Activity Cost (TAC) and Customer Activity Expense (CAE) Statistics 

Previously, Amtrak's RPS used TTE to allocate all G&A cosls, but TTE is not feasible as an 
allocation statistic in this new methodology. TTE cannot be calculated because some of these 
G&A costs are to be allocated to non-lrain businesses and customers Ibr which train expenses do 
not exisl. Instead, the methodology uses a new Tolal Activity Cosl (TAC) allocation statistic 
when allocating certain G&A costs Ihat do not have a more appropriate activity-based statistic. 
TAC is defined to encompass both train and nontrain activities and hence has the needed 
functionality for allocating G&A expenses in the methodology. TAC includes the total of costs 
Ibr MoW, Maintenance of Equipment (MoE). Operations-Transportation, Sales & Markeling, 
Stations. Capilal. Utilities and Police (Regional), bul excludes G&A. Police (National) and 
Environmental/Safety. Sec Appendix H for a full description oflhe reasoning behind and 
composition of TAC. Appendix H also describes the CAE statistic which is similar in concept lo 
TAC. but is needed Ibr G&A expenses that only get allocated to a subset of Amtrak businesses. 
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Levels of Allocation 

Subfamily Profiles also define the level of allocation, that is. whether expenses at a particular 
ResCen vvill be spread locally, regionally, or nationally. Slalion expenses for a particular 
ResCen. for example, will be allocated locally only to trains or olher business that aclually 
operate at that Station ResCcn. Fuel expenses, on the other hand, will be allocated nationally; 
expenses recorded at every fuel ResCcn will be allocated to all Amtrak trains using diesel fuel 
whether those trains aclually received fuel at that RcsCen or not.''' This procedure is the 
equivalent of pooling all diesel fuel expenses for all RcsCens and allocating that cosl pool to all 
Amtrak diesel Irains. 

5.3.6 Summary of Fully Allocated Cost Methodology 

A ResCen Subfamily and Profile answer three questions: (I) what expensc(s) is being assigned 
or allocated (an FIS expense for an individual ResCen), (2) how the expense vvill be allocated 
(what statistic vvill be used to apportion the expense), and (3) to what Amtrak trains and olher 
busincs.scs the e.xpense will be allocated. 

Figures 5-1-5-4 illustrate the Fully Allocaled cost methodology Ibr several hypothetical FIS 
transactions. Figure 5-1 depicts the initial step whereby expenditures are sorted into three 
categories: 

• Operaling expenses, which are directly assigned or allocated 
• Capilal expenditures, which are added lo assets in Amtrak's asset ledger and eventually used 

to calculate the capilal charge 
. Other financial transactions which are nol operating expenses and therefore are nol further 

considered in the methodology. 

The items in parentheses under each expense "record" are the accounting classification codes 
recorded along with each transaction in FIS. 

Figure 5-2 illustrates the case ofa hypothetical direct expense (Expensc4) and shows that it is 
assigned directly to TrainS without any need for allocation. Each direcl expense is assigned to 
one and only one train or other ancillary business. Figure 5-3 illustrates the case ofa 
hypothetical shared expense, in this case an expense within the MoW-Communication and 
Signal (C&S) Subfamily. The MoW-C&S Subfamily is composed of ResCens responsible for 
maintaining the C&S systems in a geographical area, such as a section of righl-of-way (ROW). 
As described in Section 5.3.2, lo allocate expenses incurred at ResCcns in a given Subfamily, the 
rules specified in that Subfamily's Profile arc applied lo all the RcsCens in the Subfamily. 

Figure 5-3 shows the process Ibr allocating this shared MoW-C&S expense (Expenses) lo Trains 
I. 2, and 5, and also to ancillary business cu.stomers MBTA (Commuter Infraslruclure Access 
(CIA) business) and CSX (Freighi Infrastmcture Access business). The ResCcn number 
(BBBB) tells us that the ResCen belongs to the MoW-C&S Subfamily. The Profile for the C&S 

'" See the methodology description for Subfamily »?3l)4-Fuel for further explanation on this subject 
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Subfamily (see Table A-2 in Appendix A) tells us that expenses recorded with Function Code 
1713 (Signal & Interlocker Maintenance) should be allocated to all Amtrak trains and other 
customers using the seclion of ROW for which that ResCen is responsible based on their relative 
shares of train frequency (FTT) over that section. 

Figure 5-4 summarizes the process for calculating Fully Allocated cosls. In addition to the cases 
covered in Figure 5-2 (Direcl Expense4) and Figure 5-3 (Shared ExpenseS), it illustrates the 
conceptual data flow for converting assel acquisitions in prior periods to capital charges 
allocated to trains and other businesses. The final step is displayed also in which cosls are 
aggregated to Amtrak's routes and ancillary businesses. 
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Methodology for Amtrak Cost Accounting 

6 Methodology for Estimating Amtrak's Avoidable Costs 

6.1 Definition of Avoidable Costs 

A key part oflhis recommended methodology involves estimating the costs that .Amtrak can 
expect to avoid by eliminating a specific route. As with the melhod for estimating Fully 
Allocated cosls, the approach to analyzing avoidable cosls involves developing rules for 
Subfamilies and Subcategories and then applying those rules lo costs at the ResCen level. 

As discussed in Section 4.3.2, an avoidable cost is one that ceases to exist vvilhin a specified time 
frame when a service is no longer provided. Avoidable costs include the direct cosls of 
operaling a route, as well as any portion of shared costs that are directly connected with the 
performance ofactivities required to operate that route. 

All variable costs of operating a roule can be immediately avoided if that route is terminated. 
Olher resources and activities that support a roulc may require some time lo eliminate or adjust 
when a service is eliminated, so that their cosls are only fully or partly avoidable afier thai lime 
has elapsed. The avoidability of cosls for Amlrak services is estimated over two different time 
horizons: (I) short run - costs that no longer will be incurred one year after a route is eliminated, 
(2) long run - costs that no longer vvill be incurred five years at\er a roule is eliminated. 

In the short run, some cosls, mainly the direct cosls of operaling trains, such as fuel expenses, 
wages and other direcl labor, and certain materials, can be eliminated relatively quickly when a 
route is terminated. Other cost savings in the firsl year occur as a result of operational 
adjustments and lags in the accounting syslem. In the long-term, other cosls can be avoided as 
Amlrak's scale of operations is reduced in cerlain areas, such as at stations and equipment 
maintenance ResCens. Also, costs can be avoided as facilities dedicated lo a specific route arc 
"retired" and sold, thereby avoiding any operaling and capilal charges associated with their 
ownership. Rolling stock employed on a specific route is treated as partly avoidable in the long 
term. This is true because in the long run a reduced need for cars and locomotives due to 
cessation ofa particular Amtrak service is expected lo translate into a reduced need for capilal 
outlays to renew and rehabilitate its fleet. 

The actual estimates of .Amtrak's avoidable costs necessarily are reduced by the expected labor 
protection payments provided for in its collective bargaining agreements covering certain 
categories of workers. Under current agreements, these payments are phased out over five years, 
therefore, such labor protection paymenis arc 100 percent avoidable in the long run. 

6.2 Subfamily ResCen Approach 

The same Family structure used in the Fully Allocated methodology provided the framework for 
analy/ing the avoidability of Amlrak's costs. The rclalive unifomiily ofactivities across 
ResCens within each Family and Subfamily provides a basis for developing a single melhod for 
each. As a first step, the specific functions and ResCen descriptions for each Subfamily were 
examined lo understand their nature and make judgments as lo expected variability associated 
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with service changes. Specifically, a determination was made as to whether, ifa roulc were 
eliminaled, lhe supporting activities at ResCcns within the Subfamilies, and hence cosls 
associated with those ResCens, vvould be expected to (a) remain unchanged (fi.xcd), (b) be 
reduced in (exact) proportion to the reduction in activity associated vvith the eliminated roule 
(100 percent avoidable), or (c) be only partly reduced (mixed). Because of how the Subfamilies 
arc defined, a number of them could readily be classified as having either 100 pereent fixed costs 
or 100 percent avoidable costs. 

6.2.1 Fixed 

.Among Ihc Subfamilies whose cosls arc considered to be fixed are those in the G&A Family. 
The functions and activities that take place in these Subfamilies, generally, have no direct 
connection lo operating trains on a single Amtrak route and vvould be likely to continue 
indefinitely at their current levels even if one route were eliminated."'" Costs for some 
Subfamilies in the MoW area vvould not vary ifa single route were eliminated becau.sc ofthe 
sizable level of operations that vvould need lo conlinuc. Track maintenance is lhe exception to 
this rule because il does vary based on the volume of traffic over any given segment. 

6.2.2 Avoidable 

A few Subfamilies were classified as having costs ofa type that would be 100 percent avoidable 
ifa route were eliminated. Two related examples arc the Fuel and RIeclric Traction Power 
Subfamilies. In both cases, the cosls are limiied lo "materials" purchased (diesel fuel or electric 
povver for train operations): no labor or facility costs are incurred at ResCens vvithin these 
Subfamilies. Fuel expenses are essentially proportional to train activity, and the costs incurred at 
a fuel or eleclric traction power ResCcn and allocated to a particular route will be avoided if that 
roule is eliminated. In addition, crew, food and beverage, and some other supply cosls are 
directly coded to specific irains in the Amtrak accounting syslem and, except for labor proleclion 
payments, are fully avoidable ifa service is eliminated. 

6.2.3 Mixed-Statistical 

Subfamilies classified as having mixed costs, such as those whose costs are expected to be partly 
fixed and partly avoidable as train service changes, required further analysis leading lo a more 
complex method for separating a route's Fully Allocated cosls into its avoidable and fixed 
portions. Specifically for some Subfamilies, slalislieal analysis of three years of cost data for the 
ResCcns in a given Subfamily was performed lo develop equations that are used to estimate each 
ResCen's avoidable costs. This method is referred to in Ihis report as "Mixed-Statistical." In 
mosl cases, separate equations were developed for estimating short-run and long-run avoidable 
cosls. A general description oflhis statistical analysis and how it is u.sed to estimaie avoidable 
cosls is provided in Section 6.5, whereas details oflhe statistical analysis for each ofthe 
Subfamilies analyzed using this approach is provided in Section 8. 

•" Such L-osis may be expecied to vary over lime Ibr olher reaMins and lliii.s their "rixity" is only related lo route 
ehanues. 
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6.2.4 Mixed-Detailed 

In a few eases, it was either not possible lo perform a statistical analysis on a mixed cosl 
Sublamily. or the statistical results were unsatisfactory. In these cases an alternate method was 
developed, which is referred lo in this report as "Mixed-Detailed." This method is based on 
further examination ofthe specific FIS Function and Aecouni codes, and classifying them as 
either fixed or avoidable. Specific details are provided in Section 8. 

6.2.5 Single Route ResCens 

As part of developing the methodology for estimating Avoidable Cosls, it was observed that 
.some ResCens were involved in supporting only a single Amtrak roule. In such cases, the 
elimination ofthe route vvould result in the elimination ofthe entire ResCen (and eventually all 
ofits co.sts) and. depending on the specific case, possibly the short term eliinination of some 
costs. A prime example oflhis situation is referred lo as "roule stations." Route stations serve a 
single Amlrak route in contrast to "shared stations." which serve two or more routes. As part of 
the avoidable cosl mclhodology, for Subfamilies in the mixed category, the number of routes 
served by a ResCcn is deiermined. Ifa ResCen serves a single route, alternative rules are used to 
ideniify the short- and long-term Avoidable Costs instead of applying the avoidability equations. 

Table 6-1 summarizes the approach used for estimating the avoidability of costs for each ofthe 
Subfamilies. 

6.3 Level of Avoidable Cost Reduction 

As explained elsewhere, because ofthe underlying structure of Amlrak's accounting systems, the 
methodology estimates and reports avoidable costs al the single route level, but lhe underlying 
analysis is based on cosls for individual trains. Fxpcnses at each RcsCcn are rclated to the 
amouni of activity, such as train frequency (FTT), taking place al these ResCens that would be 
expected to have an effeci on costs. Based on the statistic selected through the modeling process, 
the etTecl of eliminaiing a single train is calculated for each expense record. However, this 
analysis does not account for the effect of any interaction between multiple roule changes on the 
avoidable costs specific to an individual ResCen. 

To ensure consistency, the statistical analysis of avoidable costs is done al the ResCen level. 
This is the same level of detail at which the Fully .Allocated costs methodology is applied. .As a 
result, the analytical approach used lo calculate cosl changes is consistent and comparable across 
eases for which costs arc fixed, avoidable, or mixed. For each ResCen, a delcmiination is made 
based on ils Subfamily as to whether costs are lo be treated as fixed, avoidable, or mixed. Based 
on this determination, the required approach for analyzing avoidable costs is selected, whelhcr 
slalislieal analysis or, in the case of an avoidable cosl like fuel, a morc direct approach. 
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Table 6-1. Summary of Approach Ibr estimating .Amlrak's Avoidable Costs by Sublamily 

Subfamily 
Number 

101 

102 

103 

104 

1(15 

201 

202 

20? 

204 

20."; 

206 

207 

301 

302 

303 

304 

305 

306 

307 

30S 

309 

401 

402 

403 

501 

Subfamily 

MoW Track 

MoW Communications 
& Siunal 

VloW l£leelric Traction 

MoW Bridges and 
Buildings 

MoW .Support 

MoK Turnaround 

Locomotive Maintenance 

Car .Maintenance 

MoI'. Support 

Moi-. - Multiple 

HSR Maintenance 

Backshop 

OBS 

OBS 

OBS 

OBS 

T&E 

T & E 

\'ard 

\ a r d 

Yard 

Yard 

Fuel 

Transportation - Multiple 

Train Movement 

Train Movenicnt-I lost 
RR 

Transportation Support 

Power - lilcctric Traction 

Sales 

Information & 
Reservations 

Marketing 

Stations-Route 

Subcategory 
Number 

l O l J ) 

102_0 

103_0 

104 0 

105 0 

201 0 

202_0 

203 0 

204 0 

205 0 

206 0 

207 0 

301 1 

301_2 

301 3 

301 4 

302 1 

302 2 

303 1 

303 2 

303 3 

303 4 

304 0 

305_0 

306 0 

307_0 

30K_0 

309_() 

401 0 

402. 0 

403 0 

501 0 

Subcategory 

MoW Track - General 

.MoW Communications and 
Signal - Cieneral 
MoW Electric Traction -
General 
MoW Bridges and Buildings 

General 

MoW Support - General 

MoI'! Turnaround General 

Locomotise Maintenance 
General 

Car Maintenance General 

Mof. Support - General 

MoE Multiple General 

HSR Maintenance General 

Backshop Generai 

Crew 

Supplies Food and 
Beverage (F&B) 

Commissary-'Mgml. - F&B 

Support 

Crew-

Support 

Yard Direct 

Tram Moves 

Equipment Moves 

Train & Equipment .Moves 

Fuel General 

Transportalion - Multiple 
General 

Tram Movement - General 

Tram Movement-Host RR 
General 
rransportalion Support -
General 
Power-Electric Traction-
General 

Sales-General 

Information & Reservations -
General 

Marketinu - General 

Stations-Route - General 

Approach 

Mixed-Detailed 

Fixed 

Mixed-Detailed 

Fixed 

Fixed 

Mixed-Stalistical 

Mixed-Statistieal 

Mixed-Slatisiical 

.Mixed-Slatislical 

Mixed-Detailed 

.Avoidable 

Mixed-Detailed 

Avoidable (I.P)-' 

Avoidable 

Mixed-Detailed 

f ixed 

Avoidable (LP) 

Fi.xed 

.Mixed-Staiistical 

Mi.xed-Statistical 

Mixed-Stalistical 

.Mixcd-Statisiical 

.Avoidable 

Mi.xed-Deiailed 

.Mixed-Detailed 

Mixed-Detailed 

Mixed-Dctailed 

.Avoidable 

Mixcd-Delailcd 

Mixed-Detailed 

Mixed-Detailed 

Mixed-Slaiistieal 

"' "LP" refers to Labor Protection. The .Avoidable (LP) methodology is described in Seetion 6 4 
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Table 6-1: Summary of Approach for Estimating Amtrak's Avoidable Costs by 
Subfamily, cont'd 

Subfamily 
Number 

502 

601 

602 

603 

604 

605 

701 

XOl 

901 

902 

903 

Subfamily 

Stations-Shared 

Corporate Admini.stration 

Centralized Services 

Qualified .Mgmt 

Direct Customer (Non-
N'TS) 

Subsidiary 

Capital 

Utilities 

Police 

Police 

Secunty Strategy & 
Special Ops 

1 "nvironmental & Safety 

Subcategory 
Number 

502.0 

601 0 

602_0 

603 0 

604 0 

605_0 

701 0 

«01_0 

901_1 

901_2 

902_0 

903 0 

Subcategory 

Stations-Shared - General 

Corporate .Administration 
General 

Centralized Services 
General 

Qualified Mgmt. - General 

Direct Customer (Non-NTS) 
- General 

Subsidiary General 

Capital Genenil 

Utilities (Jeneral 

National 

Regional'Local 

National 

Environmental & Safety 
General 

Approach 

Mixed-Statistical 

Fixed 

Fixed 

Fi.xed 

Fixed 

Mixed-Detailed 

Mixed-Detailed 

Fi.xcd 

Fixed 

Fixed 

Fixed 

Fixed 

6.4 Adjusting for Labor Protection Provisions 

6.4.1 Background: Labor Protection at Amtrak 

The methodology for calculating the avoidable cosls of labor needs to take into consideration 
existing labor prolection provisions (LPPs) in Amtrak collective bargaining agreements. The 
existence of LPPs means that cerlain labor costs are not eliminated even i fa Route is eliminated 
and the employees working on that Route are no longer needed. Amtrak's collective bargaining 
agreements have provided for various labor protections almost since the inception oflhe 
company. The Rail Passenger Service Act, through which Amtrak was established in 1970, 
called for Aintrak to establish fair and equitable arrangements, similar lo those in existence al the 
freight railroads, to protect the interests of Amtrak employees affected by a discontinuance of 
intercity passenger service.'" As a result. Amtrak and its unions negotiated the so-called "C-2" 
(applicable to operating and non-operating crafis) and "Rule 10.^11" (applicable lo shop crafts) 

~~ For a summary and discussion of the history of labor protection provisions (LPP) at .Amtrak and the status of 
current LPPs. see //; the Maili'i- D/' I I IC .Arhiiniiion hcrwceii S'utiomil Ruiiroiut f\i.\.\cii^cr C 'or/xiraiuin (.•imirak) ami 
CiHiliiiDii o l Amlrak Uiiinns, Board o f Aibilration. October 29. 1999. 
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protections, providing various types of benefits lo employees adversely affected by a 
"Transaction."" 

Congress passed the Amlrak Reform and Accountability Act (Act) in 1997 in an effort to provide 
Amlrak with more fiexibility lo manage cosls and confront the financial challenges it was facing. 
The Act did away vvith existing Amtrak collective bargaining provisions relating lo labor 
protection and required Amtrak and ils unions to negotiate new provisions that vvould continue to 
provide adequate protections lo .Amtrak employees, but also assist Amlrak in containing costs. 
Unable lo negotiate new LPPs on their own, the parties submitted their dispute lo binding 
arbitration. The Board of Arbitration under Chairman Richard Mittenlhal issued a decision in 
October 1999 (the "Mittenlhal Award") that reaffirmed most ofthe principles ofthe C-2 and 
Rule 10/11 provisions, while adjusting downward the length of benefits to which employees are 
entitled and injecting a new service tier for receiving those benefits.""* A Supplemental Award in 
2002 provided Ibr reduced benefits to employees on slate-supported trains where the decision to 
discontinue service is made by the State and not Amtrak. 

6.4.2 Current Labor Protections Provisions (LPPs) 

The trigger for granting labor prolection benefits is the "Transaction," which, in the case of all 
employees covered by unions, including operating crat\ employees, is defined as a 
discontinuance of intercity rail passenger service belovv Iri-weekly service on a route.""^ 
Displaced Employees are Ihose who, a result o fa iransaclion, are placed in a worse posilion vvith 
rcspect to compensation and rules governing their working conditions. A Displaced Employee 
vvill. in general, during his or her Protective Period, receive an ongoing Displacement Allowance 
equal to the dilTerence beivveen his or her average monthly compensation during the 12 months 
before the transaction and the compensation received for any new assignment. 

Dismissed Employees are employees who as a result ofa transaction arc deprived of 
employment because ofthe elimination of their positions or the loss of their positions due to the 
exercise of scniorily rights by olher employees whose own positions were eliminated as a result 
o fa Transaction. A Dismissed Employee may receive a Dismissal Allowance depending on his 
or her years of service. A Dismissal Allowance is a monthly allowance equal to one Iwelfih of 
the employee's compensation during the prior 12-month period, reduced by unemployment 
benefits and outside eamings. Employees are required to exhaust all available seniority before 
qualifying for a Dismissal Allowance, although as a general rule .Amtrak. usually through 
implemenling arrangements, does not compel employees to relocate immedialely. A Dismissed 
Employee receiving a Dismissal Allowance remains an Amlrak employee and continues lo 

"' The "C-2" and "Rule lO '̂l 1" terminology is derived from the subsection names in the relevani collective 
bargaining agreements. 
"•" Service tier refers to various Years of Service caieuories of Amtrak employees. 
TS 

This di.scussion and the a\oidable cost methodology detailed in this report onlv address labor protection for 
operaling erall employees While LPPs also apply to other employees, such as clerks, tieket agents, and mechanics, 
for the purposes of this methodology the nexus belween a service di.sconlinuance and the displacement or dismissal 
of such employees is more ambiguous and avoidable cosls resulting from a service diseonlinuance are considered 
more speculative Although not addressed in this report, such avoidable costs may be estimated in future 
refinements of this methodology. 
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receive fringe benefits, such as health insurance. Employees only maintain their status as 
Dismis.sed Employees so long as they arc deprived of employment. Therefore, once an 
employee is no longer deprived of employment, he or she is no longer eligible for a Dismissal 
Allowance. 

The length oftimc for which a Dismissed or Displaced Employee is entitled lo receive an 
allowance and fringe benefits is termed the Protective Period and is based on the employee's 
years of service. The Proieclive Periods for various years of service timeframes are detailed in 
Table 6-8 and range from no Protective Period for employees vvith fewer lhan two years of 
service lo 60 months for employees vvith greater than 25 years of service. Dismissed Employees 
may instead resign and accept a lump sum Separation Allowance in lieu of all other paymenis 
and benefits. Ifan employee is required to change his or her residence at any time during the 
Protective Period, then he or she is entitled lo compensation for relocation expenses, including 
all moving expenses, temporary loss of wages, and losses resulting from the sale ofa home. A 
change of residence generally is defined as new employment at a point both in excess of 30 miles 
from the employee's place of residence, and located further from his residence than his or her 
former work location. 

6.4.3 Labor Protection and the Avoidable Cost Methodology for T&E^^ and OBS'^ 
Labor 

The methodology for calculating the avoidable cosls of operating labor involves calculating the 
Fully Allocated costs of labor assigned or allocaled to a train and then applying various 
avoidable cosl percentages to those Fully Allocated costs lo estimate the costs that would be 
avoided ifa Route were to be eliminated. The avoidable cost of operaling labor is the sum of all 
avoidable costs in the T&E-Crew and OBS-Crew Subfamilies for all trains. 

Avoidable cost percentages are calculated for each Route at each T&E and OBS crew base. 
Crew bases are the geographic bases of operations for T&E and OBS employees. They are 
where T&E and OBS employees sign in and perfonn olher administrative lasks. In some cases a 
crew base may consist of two or more ResCens'*" in which case the avoidable cost percentages 
for a particular crew base will be applied to all ResCcns that make up that crew base. All 
operating labor costs assigned or allocated lo trains are also coded lo particular crew base 
ResCens. Appendix G contains a table listing Amtrak's OBS and T&E crew bases and the 
Routes that each crew base supports. 

"" Trainmen and l-!nginemen. 
"• Onboard Services 
"'' An example ofa crew base made up of multiple ResCens is the Boston OliS crew ba.se, which is made up ofthe 
following three Res("ens 

RC504H »0S OBS NEC Exbd 
RC5051 BOS OBSNF.C 
RC5052 BOS OBS Readv Crew 
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Separate avoidable cosl percentages are calculated for both direct labor and fringe benefits due lo 
differences in how LPPs apply lo these two categories of expenses. In addilion, separate 
Avoidable Cost percentages arc required lo estimate short-term and long-term avoidable cosls 
because in the long-term, afier the Protective Period has expired Ibr Amlrak's most senior 
employees, all direcl labor and benefit expenses arc avoidable. In addilion, while in the short-
lerm. Dismissal Allowances need to be reduced by unemployment compensation and outside 
eamings. in the long-term, no such adjustment is necessary. 

A limited number of expenses at T&E or OBS crew bases correspond lo specific Funclions for 
which no avoidable costs percentages exisl, and are treated as fixed in the short tenn because 
they are not directly related to direcl T&E or OBS labor or benefits. In cases where a T&E crew 
base serves only one route, these Functions arc treated as 100 percent avoidable in the long term. 
Furthermore, expenses associated wilh certain Accounts al T&E and OBS crew base ResCcns 
(e.g., .Account 540301, Crew Meals) are treated as 100 percent avoidable proportional to labor 
hours because those expenses would not be incurred ifa Route were to be discontinued. 

The methodology applies these avoidable costs percentages at the Function and Account level lo 
the Fully .Allocated Costs for each train within each specified Route in the same way that 
avoidable cost percentages are applied to costs in olher Subfamilies. The rules for applying the 
Avoidable Cosl percentage and olher rules for eslimaling Avoidable Cosls for T&E and labor are 
detailed in Table 6-2 through Table 6-9. The crew base determines the ResCens to which the 
rules apply. A look-up table is employed containing wage and fringe benefit avoidable cost 
percentages for each Roule and crew base Ibr bolh the short and long term. An example oflhe 
infonnation that is included in this look-up table is found in Table 6-2. 

Table 6-2: Sample OBS Crew Base Avoidable Cost Percentage Look-up Table 

Route 1 

Route 2 

Short Term 

Wages 

4.2"-;, 

4.5% 

Fringe Benefits 

4.7"/., 

5.1% 

Long Term 

Wages 

S.3% 

H'i.AVi. 

Fringe Benefits 

9 4",'. 

S9.8% 

6.4.4 Calculation of Wage and Fringe Benefit Avoidable Cost Percentages 

The method for calculating the avoidable cosl percentages utilizes information on the distribution 
of employees at each crew base by years of service, direcl labor statistics Ibr routes served by 
and operating out of that crew base, and infonnation on contractual LPPs. Embedded in the 
logic for estimating the Avoidable Cost percentages are certain assumptions regarding how LPPs 
would logically be invoked (e.g., what the affected parties vvould aclually do) ifa roulc were to 
be eliminated as well as other assumptions aboul Amlrak wages. Table 6-3 is an illustration of 
how avoidable cosl percentages are calculated for a sample OBS Crew Base. 

5.̂  
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Methodology for Amtrak Cost Accounting 

Labor slalislics, such al Trainmen Labor Hours (TLH). Engincmen Labor Hours (ELH) and 
OLH, Ibr each crew base arc used lo calculate the percentage of total labor usage at that crew 
base by Route to approximate the percentage of lotal crew base employees required to operate 
each Roulc. Ifa Route is eliminated, the labor required to operate that Roule is no longer 
needed. In cases where a crew base consists of multiple ResCens. the statistics Ibr those 
ResCens must be combined to calculate relative labor usage Ibr the crew base as a whole. In the 
case of T&E crew bases, relative labor usage will be calculated separately for T&E using TLH 
and engincmen labor hours (ELH) statistics. 

In the case of OBS crew bases, relative labor usage vvill be calculated based on OLH."" For 
example, the sample OBS crew base in Table 6-3 serves two routes. Route I accounts for 
approximately 90 perceni ofthe total OLH at the crew base, while Route 2 accounts for 
approximately 10 percent of those hours. If Roule 2 were discontinued, then approximalely 10 
percent ofthe labor force al the crew base (corresponding to the 10 perceni of lolal labor hours) 
would no longer be needed. 

Table 6-3: Sample OBS Crew Base Labor 

Routes 

Route 1 

Route 2 

OLH (value) 

29.968 

.^.147 

OLH (%) 

90.5".. 
9 5"'o 

?.?^.]\5 i 100.0% 

Estimated 
Employee 

Distribution 

115 
12 

127 

The next step is to determine which employees al a particular crew base vvould be affected ifa 
route operating out of that crew base were to be eliminated. Due lo seniority rules and the 
requirement that employees generally exhaust all available seniority before qualifying Ibr a 
Dismissal or Separation Allowance, the methodology assumes that those employees vvith the 
fewest years of service at a particular crew base are those vvho vvill be dismissed. Using 
information provided by Aintrak on actual employees working out ofeach crew base, the 
methodology ranks employees at each crew bases by years of service, and a "cumulative 
percentage of tolal employees" figure is calculated Ibr each employee from the least senior to the 
most senior by dividing that employee's rank by the lotal number of employees al the crew base 
(or vvilhin a particular craft at a T&E crew base). The cumulative percentage of total employees 
Ibr a particular employee represents the cumulative percentage of employees at a crew base vvith 
the same or fewer years of service lhan the reference einployce. The methodology compares the 
percentage of labor at a crew base associated with each roule with the cumulative percentage of 
employees Ibr each employee at that crew base lo estimate what will happen if that Route were 
lo be eliminated. For example, ifa particular Route represents 10 perceni of lolal crew base 
labor (and presumably approximately 10 percent of total labor at that crew base) as in lhe case of 
the sample crew base described above, then all tho.se employees belovv the 10 percent cumulative 

.Avoidable costs percentages will be calculated by craft type where data on length of service by crall and labor 
stati.sties by craft type are both available. Currently, length of service by craft data is available for trainmen and 
engmemen at T&F. crew bases, but is not available for OBS employees. 
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Methodology for Amtrak Cost Accounting 

percentage of employees threshold will be subject lo dismissal or separation because they have 
the least seniority. 

For each employee who is subjeci to dismissal or separation, the methodology uses a 
combination of inibrmalion on contract provisions and assumptions aboul how the two parties, 
Amlrak and the individual employees, will react in a given situation to estimate what labor 
protection benefits, if any, each alTected employee in the crew base will receive and also the 
avoidable cosls associated with each employee. As a final step, the avoidable cosls associated 
wilh all employees in the crew base are summed and used lo calculate avoidable wage and 
benefit costs as a percentage of tolal wages and benefit costs for the crew base (the avoidable 
cosl percentage). Avoidable cost pcrcenlages will be calculated annually for each roule and crew 
base for bolh the short- and long-term lime frames. The Roule and crew base-specific avoidable 
cost percentages for a particular Route will be applied lo the Fully Allocaled costs for all trains 
that make up that Route at all ResCens that make up the crew base. As previously noted, 
separate avoidable cosl percentages will be estimated Ibr wages and Ibr fringe benefits. Wage 
avoidable cost pcrcenlages will be applied to direct labor Functions, while benefil avoidable 
costs percentages vvill be applied to indirect labor Funclions as detailed in Table 6-4. Table 6-5, 
Table 6-6, and Table 6-7. 
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Methodology for Amtrak Cost Accounting 

6.4.5 Logical Assumptions Incorporated into Avoidable Cost Percentage 
Calculation 

The logic embedded into lhe methodology for calculating the avoidable cost percentages Ibr 
operating labor is as tbllows'": 

• The elimination of an Amtrak Roule constitutes a transaction, which triggers certain 
LPPs under the existing collective bargain agreement. 

• Labor protection benefits are as shown in Table 6-8. 

Table 6-K: Length of Protective Period and Amount ofSeparalion Allownnee 

Years of Service 

loss lhan 1 

1 

Ics.s than 2 

2 

3 

3-i 

4-

5 

ft 

7-1 

S-

Full LPP 
(wages and benefits) 

None 

None 

None 

6 months 

6 months 

12 months 

12 months 

1S months 

IS months 

18 months 

18 months 

y- ISmonlhs 

IOI 

11^ 

12-

\ } ^ 

14+ 

24 months 

34 months 

24 months 

24 months 

24 months 

15- i 36 months 

1ft-

17 

36 months 

36 months 

Reduced LPP" 

None 

None 

None 

2 months 

2 months 

4 months 

4 months 

6 months 

6 months 

6 months 

6 months 

Separation Allowance 

None 

None 

None 

6 months 

6 months 

9 months 

9 months 

12 months 

12 months 

12 months 

12 months 

6 months 12 months 

K months 

8 months 

S months 

S months 

S months 

12 months 

12 months 

12 months 

12 months 

12 months 

12 months 

12 months 

12 months 

12 months 

12 months 

12 months 

•'" These assumptions are not neecssarily the way in which Amimk and'or mcli\idiial employees will react m a gi\en 
situation, but are assumptions as to how they logically might behave and arc necessary lo surtlcicntly simplify the 
methodology. 
"•' Reduced benellts apply to employees on stale-supported trains where the decision to discontinue .service is made 
by the state and not .Xmlrak. See /;; ihc Malicr DI lhe. irhilnilii>n hciwccn SaiiniHil Rciilnuid l\i\\en};cr 
Gir/wrniion I Uiiinik) ami Cnuliiiiin of .Amlrak Uiiiims, Sii/>plcmciiial .Award l̂ oard of .Arbitration. May 22. 2002. 
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Years of Service 

181 

191 

201 

211 

22+ 

23+ 

24 (• 

25 

Full LPP 
(wages and benefits) 

36 months 

36 months 

48 months 

48 months 

48 months 

48 months 

48 months 

60 months 

Reduced LPP^' 

12 months 

Separation Allowance 

12 months 

12 months 12 months 

16 months 

1ft months 

16 months 

16 months 

16 months 

20 months 

12 months 

12 months 

12 months 

12 months 

12 months 

12 months 

Employees vvith fewer than two years of service do not quality for any benellts. 

Employees with greater than two years of service may choose to resign and 
receive a lump sum Separation Allowance hut no ongoing fringe benefits, or 
they can receive a Dismissal Allowance and fringe benefits for the duration of 
their Protective Period. The methodology assumes that employees will 
choose to receive a Dismissal Allowance rather than a Separation Allowance, 
even where the Dismissal Allowance and Separation Allowance consist of an 
equal number of months of wages, because in the fomier case they will 
continue to receive fringe benefits during the Protective Period and eventually 
may have the opportunity to retum to work. 

Employees will exhaust their seniority to the extent required to qualify for 
benefits. The methodology assumes, however, that .Amtrak will not require 
employees to relocate because then contractual Relocation Expenses would be 
incurred, nor will employees exercise seniority rights outside of their current 
crew bases or work /ones." 

Employees remain under pay status with Amtrak. As a result, they are not 
eligible for unemployment benefits. Dismissal employees will not receive any 
olher outside eamings during the Protective Period. 

Employees with greater than five years of service receive the full wage for 
their craft. Wages for beginning employees are 75 percent of full wages and 
increase five perceni per year until they reach the full wage for their craft 
(after five years). 

Avoidable cost percentages will only be estimated Ibr T&E (operating craft 
employees) and OBS labor (onboard employees) during the first phase of APT 
implementation because a close nexus exists between service discontinuance 
and the dismissal of these employees. Future enhancements oflhis 

" Relocation would involve dismissal of employees wilh relatively less seniority Ihat, to the extent Ihey are entitled 
to first year benefits, would simply shift the location but nol Ihe amount of avoidable costs otTsets. To the extent 
that cost savings vvould accrue because of lower seniority, they would be reduced by relocation expenses. Since a 
roule elimination would involve effects at crew bases across a region, as a practical matter including relocation 
effects would likely have little etTect on the estimates of avoidable costs. 
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methodology may estimate avoidable cost percentages Ibr other crafts, 
especially in the .MoE and Station Families and olher Operations -
Transportation Subfamilies. 

• Ifa discontinuance of service (transaction) and resulting eliminations of 
employees involve a state-supported route, the model assumes that the 
decision to discontinue service was made by Amtrak, not the relevant state, 
and therefore that Dismissed Employees arc entitled to benellts Ibr the full 
Protective Period. 

• No adjustment is made for normal labor turnover that would result in the re
hire of Dismissed employees. Future enhancements oflhis methodology may 
incorporate historical average turnover rales into the estimating procedure. 

6.4.6 Examples of Possible Impacts on Adversely Affected Employees 

The following are examples demonstrating how cosls for individual employees are estimated in 
the methodology for including labor protection effects in the estimation of avoidable costs. The 
examples assume that the employees are subject to Dismissal or Separation because their 
seniority places them in the group of employees below the relevant '"Cumulative Percent of Total 
Employees" threshold associated with the discontinuation ofa particular Route at a particular 
crew base. 

E.xamplc I : Conductor Trainee with 6 months o f total continuous .service (includes other craft 
time) 
Conductor Trainees are grouped with Conductors for this analysis. A Conductor Trainee with 
six months of service is not eligible for either a Dismissal Allowance or a Separation Allowance, 
both of which require at least two years of service. 

Example 2: .Assistant Cimdiiclor with 2 years and 3 months of total continuous service 
Assistant Conductors are grouped with Conductors for this analysis. An Assistant Conductor 
with at least two, but not yel three years of service is eligible for either a Dismissal Allowance of 
six months wages and benefits or a Separation Allowance of 6 months wages. The methodology 
assumes that the employee is dismissed and continues to receive wages and benefits for 6 
months. .A Conductor with 2 years and 3 months of service is assumed to earn 85 percent ofthe 
full wage for the Conductor craft. 

E.xample 3: Conductor with 3 years and 6 months of total continuous .service 
A Conductor with at least 3, bul not yet 5 years of service is eligible Ibr either a Dismissal 
Allowance of 12 months wages and benefits or a Separation Allowance of 9 months wages. The 
model assumes that the employee is dismissed and continues to receive wages and benefits for 
12 months. A Conductor with 3 years and 6 months of ser\-ice is assumed to earn 90 percent of 
the full wage for the Conductor cratL 

Example 4: Conductor with 10 years of total continuous .service 
.A Conductor with at least ten. bul not yet 15 years of service is eligible for either a Dismissal 
Allowance of 24 months wages and benefits or a Separation Allowance of 12 months wages. 
The model assumes that the employee is dismissed and continues to receive wages and benefits 
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Ibr 24 months. A Conductor with 10 years of service is assumed lo eam the full wage Ibr the 
Conductor craft. 

Table 6-9 provides details ofthe calculations of avoidable percentages for employees at a sample 
OBS crew base. 
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Shaded lines refiect additional employees whose infomiation is omitted since 
the table is only Ibr illustrative purposes. 

Years of Service (Coluinn A) is the number of years lhe employee has been al 
Amtrak calculated since his or her date of hire. 

Employee # (Column B) is a number assigned to each employee based on his 
or her Years of Service rank from the most junior (Rank = 1) to the most 
senior (Rank ^ 127). 

Cumulative '̂ o (of Total Employees) (Column C) for a particular employee 
represents the cumulative percentage of employees at a crew base with the 
same or fewer years of service than the reference employee and is calculated 
Ibr each employee by dividing an employee's Employee # by the total number 
of employees at the crew base (or within a particular craft at a T&E crew 
base). 

Affected Employee (Column D) compares the Cumulative % of Tolal 
Employees figure for each employee with the percentage of labor at the crew 
base associated wilh each route (sec Table 6-4) to detemiine whether an 
employee will be adversely impacted by the elimination ofa route. 

Impact (Column E) details the impact to each employee based on the logical 
assumplions detailed above. 

Avoidable % (Column F) calculates the percentage of an employee's annual 
wages thai would be avoidable based on the logical assumptions detailed 
above. For example, an employee receiving a 3-iiionlh lump sum Separation 
.Allowance would have an Avoidable % of 75 percent because 75 pereent of 
his annual wages would be avoidable while an employee receiving a 
Dismissal Allowance for 6 months would have an Avoidable % of 50 percent 
because 50 percent of his wages would be avoidable on an annual basis. 

Percentage of Full Wage (Column G) represents an employee's estimated 
wages as a percentage oflhe full wage Ibr his or her cratL It assumes that an 
employee with less than 1 year of service cams 75 percent ofthe full wage Ibr 
his or her craft and that that percentage increases 5 pereent per year until the 
employee cams the full wage Ibr his or her craft. 

Avoidable as % of Full Wage (Column II) is Column F multiplied by Column 
G. 

Full Benefits (Column I) represent the fact that employees on the job receive 
full benefits. 

Avoidable % -Fringe Benefits (Column J) calculates the percentage of an 
employee's annual fringe benefits that would be avoidable based on the 
logical assumptions detailed above. For example, an employee receiving a 
Dismissal Allowance throughout a 6-month Protective Period is also entitled 
to fringe benefits during those six months and would have a Benellts 
Avoidable Cost % of 50 percent because 50 percent of his benefit costs would 
be avoidable on an annual basis. 
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• Avoidable as % of Full Benefits (Coluinn K) is Column K multiplied by 
Column L. 

• Columns L through Q are calculated in a similar manner to the previous 
column, although they are based on dilTerent logical assumptions taken from 
LPPs in Amtrak's collective bargaining agreements. 

6.5 Statistical Analysis of Avoidable Costs for Mixed Subfamilies 

The Subfamilies classified as having mixed costs, such as whose costs are expected to be partly 
fixed and partly avoidable as train service changes, required further analysis leading to a more 
complex method Ibr separating a route's Fully Allocated costs into its fixed and avoidable 
poriions. Panel data regression analysis is the statistical method that was chosen Ibr the task of 
estimating avoidable costs for Mixed Subfamilies."̂ "' In this method, cosls incurred at a ResCen 
during 1-year periods are explained by activity levels at that ResCen during each ofthe same 
time periods. For example, a statistical relationship exists between stalion costs during a year 
and TBD at that stalion during the same year and that statistical relationship can be used to 
explain avoidable costs for the Stations Family. 

The panel datasets Ibr each Subfamily combine cross-sectional and lime-series data. The cross-
sectional data are the costs and activity levels for all ofa Family's RcsCens in any given year. 
The time-series data are the yearly costs and activity levels al those same ResCens Ibr each of 
Amlrak's FYs 2005-2007. The combination ofthe cross-scclional and lime-series data allow the 
investigation of how costs change with level ofactivities from two perspectives, the short mn 
and the long run. 

A statistical model, called lhe fixed-effects model, is used to show the effect of changes in 
activity level from one period to the period immediately following. This produces a short-run 
cost function because it shows how costs change at a ResCen within one year of changes in the 
related activity level at that ResCcn. Amtrak ResCens, like any enterprise, face limilations 
regarding the speed with which costs can be adjusted, which typically allow less flexibility in 
adjusting costs in the short-run. Many cosls, such as those related to real estate, simply cannot 
be reduced immediately. 

In the long run, some costs that were fixed in the short run may often be reduced or avoided. A 
statistical model called the between-effects model shows the etTect of varying activity levels on 
cosl when those activity levels ditTcr among the various ResCens that conduct a specific activity. 
This relationship represents a long-run cost function. The three year average cost and activity 
levels show the cosls thai need to be incurred to conduct the corresponding level of activity when 
a ResCen has time to make all the necessary adjustments. This estimaie shows the tolal long-run 
avoidable cost, including both costs that can and cannot be avoided in the short run. As a result, 
short-run avoidable cost should not be added to this estimate. 

The technical details of statistical analysis using panel datasets are provided in Wooldndge, .leffrey M , 
EcDiKiniL'lric Analvsii nf Cni\^ Scciiim and /'unci l\iui. The MIT Press. October 2001. 
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Because every Subfamily represents a different type of activity necessary to operate a passenger 
rail service, each Subfamily's cost function is likely to be unique. Some Subfamilies have eosls 
that can be avoided in the short run. but do not have additional costs that can be avoided in the 
long run. For these Subfamilies, all costs that are avoidable within any time period can be 
avoided in the short run. In these cases, it is appropriate lo explicitly recognize the equivalence 
ofthe short- and long-run cosl relationship in the statistical model. The statistical model used in 
these cases is the random-etTecls model. The three statistical models used by the methodology to 
estimate Avoidable Costs, tlxed-cffects. belwcen-efleets and random-effects, are discussed in the 
following seclion. 

6.5.1 Statistical Models 

6.5.1.1 Fixed-Effects Model 

The firsl cost relationship to be estimated is the short-run cost function. Each ResCen changes 
slightly each year, both in terms ofits activity level and its costs. When activity al a ResCen 
increases or decreases from one year to the next, costs al that ResCen are expected to change as 
well. On average, cost increases occur in years where activity levels are increasing, while cost 
decreases occur in years when activity levels are decreasing. Average changes in costs 
demonstrate the potential Ibr Amtrak to reduce costs within the same year that a route is 
eliminated. 

Estimating a statistical model wilh pooled cross-section and lime-scries data, such as without 
identifying the time periods and ResCens to which the data apply, confounds the short-run and 
long-mn effects. In principle, it is possible to estimaie the short-run avoidable cost function for 
an individual ResCcn by using data only Ibr thai ResCen. The regression line estimated for these 
three points would show how changing activity levels from year to year atTect annual cosls. 
However, three years ofdata arc not enough to establish a statistically significant short-run cost 
function. By using a statistical procedure called a fixed-clTects panel model, cosl and activity 
data Ibr all oflhe ResCens included in a Subfamily are used lo establish a statistically significant 
"average" relationship between short-mn changes in ResCen cosls and activity levels that can be 
applied to all ResCen within a Subfamily. 

The regression equation for the fixed-effects panel model is: 

y„-Vj = h,„ -b,(.x„-.x,) + u„ 

where y„ - annual cost for ResCen i at time I 
v., - average annual cost over all time periods (2005-2007) Ibr ResCcn i 
.v„ = activity level for ResCen i at lime t 
.V, -average annual activity level over all time periods (2005-2007) for ResCen i 
u„ = unexplained residual or error 

This model estimates the effect of increasing or decreasing the annual activity level on annual 
cost for a ResCen in a given Subfamily. Essentially, this methodology produces a statistical 
relationship thai can be used to represent typical cost behavior for many ResCens where there is 

67 

Declaration of Maximilian R. Johnson - Exhibit D 



Methodology for Amtrak Cost Accounting 

not enough data to establish a statistical relationship for each ResCen individually. The 
statistical results of such a model are sometimes called the '"within" estimator, because they do 
not rellect differences between ResCen, bul instead .show the elTeet of changing activity levels 
on the cosls "within" a ResCcn. 

6.5.1.2 Between-Effects Model 

The second cost rclationship to be estimated is the long-run cost function. To estimate long-run 
cosls, il is assumed that all ResCens within a Subfamily face a similar rclationship between 
activity and cost but that RcsCens dilTcr in their scale of activity, Ibr instance, they are at 
different points on the cosl function. Specifically, the systematic factor explaining dilTerent cost 
levels at dilTerent ResCens within a Subfamily is the level ofa specific activity that is conducted 
at each ResCen. 

Given this assumption, avoidable costs can be modeled as a function of activity levels al each 
ResCcn. The statistical results of such a model show the effect of activity level on the 
differences "between" ResCcns. 

The regression equation Ibr the between-effects panel model is: 

r, = bu + h i .\j ~ u, 

where v, = average annual cost over all time periods (2005-2007) Ibr ResCen i 
.Y, = average annual activity level over all time periods (2005-2007) for ResCen i 
Ul = unexplained residual or error 

Regressing average cost on average activity level al ResCens reduces the number of observations 
to equal the number of ResCcns. which removes the short-run elTccts of year-to-year variation in 
cost and activity levels from the statistical result. This step is necessary to identify the true long-
mn response of costs to variation in activity levels, such as a long-run estimate not confounded 
by the more immediate short-run response. 

6.5.1.3 Random-Effects Model 

In some cases, the between-elTects models and the fixed-effects models result in very similar 
coefficient estimates. This result suggests that variation in activity levels affecl costs nearly 
equally in the short run and the long run in which case the random-elTects model is appropriate. 
Whereas fixed-effects, between-elTects and random-efTects models will all produce unbiased and 
consistent estimates ofthe statistical relationships between costs and activity in these cases, the 
random-elTects estimator is the most etHlcient in the sense that it makes the best use ofthe data to 
produce the estimator with the lowest standard error. The random-effects model produces 
estimates of cost avoidability that arc a weighted average ofthe between-effects model and the 
fixed-effects model, but the estimates produced by this model arc only valid if they are nol 
statistically dilTerent from the estimates produced by the fixed-effects model. A Hausman test, 
which tests the validity ofthe random-effects model by measuring the statistical difference 
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belween lhe estimators Ibr the fixed-effects and random-etTecls models, was conducted for all 
families that show nearly identical long- and short-run cost functions. 

Avoidable cosl equations were estimated Ibr most Mixed Subfamilies that were expected to have 
both fixed and avoidable costs. Although all of these Subfamilies had statistically significant 
avoidable costs in the short run. only some Subfamilies were shown to have additional avoidable 
costs in the long run. and in these cases, fixed-clTects and betwecn-etTects panel regression 
models were estimaled lo show how these long and shorl-run costs relationships differ. Other 
Subfamilies were found to have exhausted their potential to avoid costs once short-run costs arc 
eliminated. This result was established statistically by using the Hausman test, which showed no 
significant dilTerence occurring between fixed-effects and random-effects models. For these 
Subfamilies, the long- and short-mn effects due to changes in activity level are equal. 

6.5.2 Functional Forms 

.All Amlrak Subfamilies included in the Mixed-Statistical category have been found to have cosls 
that increase with a variable that measures the level of activity at each ResCen. such as total unit 
trips (TUT) or train frequency (FTT). Some activities required to operate pas.sengcr trains 
exhibit economies of scale—they can be performed more cost-effectively at a large scale, while 
other activities do nol. The estimated relationship belween costs and activity levels is unique for 
each Sublamily. This variety of relationships can sometimes be best modeled by transforming 
one or both ofthe variables to the log Ibmi, although it is important to recogni/e how these 
transformations affect the interpretation ofthe results. 

6.5.2.1 Linear Equation 

Models, which explain the absolute value of cost as a fiinction oflhe absolute activity level, yield 
statistical results that show a constant rclationship between the independent (activity) and 
dependent (cost) variables. A one-unit change in activity will result in a "B" unil change in cost. 
This model implies constant marginal costs (i.e., an increase in activity levels has the same elTect 
on costs at both large and small ResCens). Figure 6-1 shows a linear cost function. 

General Form: Y = C + B*X 

where B = regression coefficient 
C = constant 
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Figure 6-1: Linear Regression -Total ResCen Cosl 

0 5,000,000 10,000,000 15,000,000 20,000,000 25,000,000 30,000,000 

Total Train Miles 
Long Run Cost 

6.5.2.2 Log-Log Equation 

Models, which explain the log of cosl as a function oflhe log of aclivily level, yield slalislieal 
results that show the relationship belween percentage changes in the activity and cost variables. 
In the niathematical rcpreseniation of this function fomi that follows, a one percent change in 
activity will result in a "B-" percent change in cost. 

General Form: ln( Y) - C - B*ln(X) 

where In = natural log 

When B<1. as is found for many .Amtrak Subfamilies, this model implies declining marginal 
cosls. 

Figure 6-2 shows a log-log cost function graphically where total cost is a function ofthe activity 
variable total unit trips TUT. Figure 6-3 shows that marginal costs are declining with higher 
activity levels. If B>0. marginal costs arc increasing. An increasing marginal cost relationship is 
not found in any Amlrak Sublamily. 
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Figure 6-2: Log-log Regression - Total ResCen Cost 
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Figure 6-3: Log-log Regression - Marginal Cost of a Unit Trip 
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6.5.2.3 Linear-Log Equation 

Models, which explain the absolute value of cosl as a function ofthe log of activity level, yield 
statistical results that show the relationship between a percent change in the activity variable and 
the absolute value ofthe cosl variable. In the model shown in Figure 6-4. a one percent change 
in activity will result in a B./lOO change in cost. This model implies large economies of scale, 
such as the potential to increase activity significantly at large ResCens for relatively low 
additional costs. Such a cost relationship was tested as part ofthe statistical analysis process, but 
it was not found to result in the best cost function for any Amtrak Subfamily. 

General Form: Y = C + B*ln(X) 
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Figure 6-4: Linear-log Regression -Total ResCen Cost 

5200,000 

5180,000 

•K 5160,000 
o u 5 5140,000 *.. c 
5 5120,000 
w 
^ 5100,000 
re 
° 580,000 
•o 

•§ 560,000 

^ 540,000 

520,000 
5-

Activity Level 

-S? _ ^ _ ^ _S? _cf^ _C? ^Q? c ? ^ c5^ C§§̂  ^ 

6.5.3 Application of Regression Results 

Estimating the avoidable cost for a given route requires several additional steps. The preferred 
regression equation that resulted from the statistical analysis is used lo predict costs at each 
ResCen that is affected by a route. These predicted costs are estimated for the current activity 
level as well as the activity level that would exist ifthe route were eliminated. The difference 
between the predicted cost at the current activity level and the predicted cost al the reduced 
activity level is then used to calculate a percentage change in cost. The percentage change in 
cost is applied to the actual Fully Allocated cost ofthe ob.served ResCen to calculate the 
Avoidable Cost for that ResCen. This approach is used to assure that the predicted Avoidable 
Costs are propcriy scaled al each ResCen. Finally. Avoidable Costs are summed for all Re.sCens 
in all Subfamilies that support that route to estimate the Avoidable Costs of discontinuing the 
route. 

6.6 Revenue Losses Offset Avoided Costs 

Estimating changes in direcl Avoidable Cosls at the route level represents only the cost side of 
Amtrak's business. Removing a route from service will also have an effeci on short-run and 
long-mn passenger revenue levels on both the discontinued route and on connecling routes. 
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These secondary or indirect effects are not included in the recommended methodology Ibr 
regular reporting of avoidable costs in APT. 
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7 Methodologies for Estimating Fully Allocated Costs by 
APT Family 

This section describes the essential elements ofthe methodology for estimating Fully .Allocated 
costs for the 36 individual Subfamilies wilhin APT. The mclhodology divides Amlrak ResCens 
and cosls into nine Families representing the broad categories of activity, such as MoW and 
MoE, required to operate a passenger railroad such as Amtrak. Within each Family are one or 
more Subfamilies. The activities within each Subfamily are ofa similar nature and the 
methodology distributes the costs associated with these activities in a logical and consistent 
manner. 

The report subsections that follow contain separate descriptions oflhe methods Ibr calculating 
Fully Allocated costs for each ofthe individual Subfamilies. The descriptions provide 
information on the type of work performed in the Subfamily, FYO?'"* costs and share of Amtrak 
total costs Ibr the Subfamily, the Amtrak businesses (including the core passenger rail business) 
to which costs are allocaled, and finally, the allocation rules for allocating costs lo Amtrak trains 
and other businesses. The primary allocation stalistic(s) as well as any relevani Stat Qualifiers 
are also discussed. 

In many cases, lhe cost allocation method indicates that costs are allocated at the national, 
regional or ResCen level. A national level allocation signifies that cosls are allocated to a cost 
object (train or other Amtrak business or customer) based on that cost object's value for the 
specified statistic relative to the total systemwide value for that statistic for all cost objecls. A 
regional allocation signifies that costs are allocated to a costs object based on that cost object's 
value for the specified statistic relative to the total regionwide value Ibr that statistic for all cost 
objects. A RcsCen level allocation signifies that costs arc allocated to a costs object based on 
that cost object's value Ibr lhe specified statistic relative lo the total ResCen value Ibr that 
statistic for all cost objects. 

Each deseription includes a table containing a brief summary oflhis information, including the 
total cost associated with the Subfamily and the main accounting Functions and allocation 
statistics u.sed. 

Importantly, the FY07 costs that are shown for the Subfamilies, except Capital (#700), include 
all expenditures recorded in FIS for that year, including those that were eapitali/cd. The Capital 
Subfamily is treated dilTerently from other Subfamilies because the methodology replaces capital 
costs associated with physical property and equipment with a new synthetic capital charge, 
which will be calculated by Amtrak according to the method described in this report. Because 
the capital charge is new, no FY07 costs arc shown below in the table Ibr Family #700-Capital. 
The FIS expenses that would have been classified in this category pertain to depreciation and 
interest (to be completely replaced by the new capital charge). 

"* .'Nmtnik's i'lscal Year ran from October 1. 2006. lo Scptomber ."lO. 2007 
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The use ofthe new capital charge also does not alter the methodology's assumption that the costs 
to be reported in APT for route performance purposes—other than the new capital charge—arc 
only those that are treated as expenses on Amtrak's audited income slatement. as was the RPS 
practice. 

As noted above, the expenses reported in the tables refiect total expenditures at ResCens as 
recorded in FIS for FY07. Some ofthe expenditures recorded in FIS were not allocated by RPS, 
but are included here, namely, unallocated Capital expenditures as well as some "Below the 
Line" costs. The totals in the table therefore do nol represent RPS Fully Allocated Costs, nor are 
they a projection of how costs would be allocated by APT, but are simply a summary of FY07 
total expenditures for all RcsCens in each Subfamily. 

Business types represent the separate businesses within the overall Amtrak enterprise. Each 
Subfamily table contains a listing of all the businesses to which ResCen costs within that 
Subfamily arc allocated. For example, a table listing NTS. CIA, and COP, indicates that ResCen 
costs for the corresponding Subfamily will be allocated to Aintrak trains and to commuter 
agencies that Amtrak either operates (COP) or lo which it provides infrastructure access (CIA). 
The business types that make up the Amtrak enterprise are as follows: 

• National Train Service (NTS): Amtrak's "core" business of providing intercity 
passenger train service 

• Commuter Infrastructure Access (CIA): Provision of access to Amtrak's track 
and other facilities to independently operated commuter railroad agencies 

• Commuter Operations (COP): Operation of commuler service by Amtrak on 
behalf of outside commuter railroad agencies 

• Freight: Provision of access to Amtrak's track and olher facilities to freight 
railroads 

• Reimbursable: Maintenance of infrastructure and equipment performed by Amtrak 
for freight railroads or olher outside enterprises on a reimbursable cost basis 

• Commercial: Managemeni of Amlrak's property and assets other than Ibr the 
provision of intercity passenger train service (e.g. retail space, parking garages, air 
rights, etc.) 

The "Top Five Functions" are those Functions that recorded the highest FY07 costs in FIS at the 
ResCens in each Subfamily.'' The "Top Three Statistics" are the primary statistics that arc used 
in the new methodology to allocate costs at RcsCens located in each Subfamily.""̂  The table 
incorporates several new statistics created as part ofthe overall methodology development effort, 
including a placeholder statistic, named "Direct (Unallocated)." which is u.sed to represent 

"̂  In most eases, the.se r-'unetions will appear on eaeh Subfamily's Prollle (see Appendi.x .\ for a full listing). In 
some eases however, a Function used al a RcsCen m rY07 was nol included in the new .M'T profiles due to a 
change in activity at or modification of Routes serviced by thai ResCen. Also included are expenses coded lo 
Functions that were nol allocaled by RPS and ihal will not be allocated by APT. such as capital-related Functions. 
''' The expenditures listed in lhe summary tables are actual V\07 expcndilures recorded in FIS. The expcndilures 
associaled with each statistic are those ihal would be allocaled using that statistic if those expenditures were lo be 
incurred auain and allocated in .\PT. 
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expenditures that are not allocated in APT. Examples of these unallocated expenditures are 
capital expenses and expenses assigned directly to a specific business or customer. This 
placeholder statistic is abbreviated as "NON" within the APT allocation programming system. 

The allocation method Ibr eaeh Subfamily is further defined in Appendix A contained in Volume 
II of this reporl. This appendix contains the complete Subfamily Profiles, including the 
allocation statistics and'or processes for all the Functions (not just the main fwc) and the list of 
ResCens comprising each Subfamily. 

7.1 Mow Family 

7.1.1 MoW Track Subfamily 

Family: MoW-#100 
Subfamily: MoW Track - #101 

Scope 

The MoW Track Subfamily performs maintenance and capital work on track assets along the 
right-of-way, including the roadbed, rails, cross-tics, ballast, and grade crossings. Most oflhis 
work takes place in the Northeast Corridor, although .some work is performed outside the NEC 
on other Amtrak-owned assets or on assets owned by other entities on a reimbursable basis. 

Subfamily expenditures for FY07 were $I56.9M and accounted for 3.8 percent of .Amtrak's total 
expenditures. 

Cost Allocation Method 

Cosl allocations arc at the ResCen level, using Stat Qualifiers to focus costs at a local or regional 
level. There arc several cost types in the Track Subfamily (with varying allocation methods), 
including direct costs, indirect costs, costs that are assigned directly lo a customer or outside 
agency, and capital expenditures. Direct cosls are those coded in FIS to direct cost Functions in 
the Track Subfamily and identifiable to a specific project by a Work Element Nuniber. These 
costs are allocated by TUT using a city pair Stat Qualifier. City pair Slat Qualifiers are identified 
Ibr eaeh ResCcn and restrict cost allocations only to trains that travel on that specific segment 
where the Track work was performed. 

Indirecl costs are not identified by a Work Element Number and are allocated in a second round 
by MoW direct cosls (MWDC) using a RcsCen Stat Qualifier. MWDC is calculated as the sum 
of all direct Function costs al a RcsCcn that arc allocated to a particular customer. .After the 
direct costs are allocated, MWDC is calculated and indirect cosls are allocated to each train or 
other customer in proportion to its share of MWDC relative to total MWDC for all trains or 
custoniers using track maintained by that specific RcsCen. All trains traveling on a segment, 
.Amtrak. freight, or commuter, will be automatically identified by the city pair Stat Qualifier as 
having traveled through that segment and will be allocated direct costs by TUT and indirect cosls 
by MWDC. 
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Expenses that are direct to a specific customer are identified by specific Functions in the profile, 
e.g., commuter agencies have exclusive (specific) functions Ibr their direct costs. These costs are 
allocated by NON (no statistic). The NON statistic does not apportion costs among multiple 
customers, but rather assigns all costs to the single customer identified for that Function. A few 
Functions that are assigned directly to customers also require a Work Element Nuniber lo 
identify a specific project and customer. The NON statistic is also used lo assign these 
expenditures directly to a single customer. 

Capital functions arc used by these ResCens and make up the majority ofthe Subfamily 
expenses but are not allocated. These expenses include any capital improvements to extend the 
life ofthe assets. Unallocated capital expenses, using these Functions, are entered into Amtrak's 
asset ledgers and thereby become part ofthe asset base used in calculating a capital charge. The 
capital charge is then allocated to the trains and other businesses and customers using that assel. 

TUT Ibr Amtrak trains is aulomalically available from the Train Unit Statistic (TUS) system 
using data from the Operating Management System (OMS). The Audit and Financial Controls 
group provides TUT Ibr commuters and the Financial Analysis group manually calculates TUT 
statistics Ibr freights. The preferred allocation statistic for direct cosls in the Track Subfamily is 
gross ton miles (GTM) as track structures are degraded and require repair and maintenance 
activity based not just on the number of units traveling on that segment of track (TUT), but also 
by the weight of those units. However, although GTM is available for Amtrak trains, it is 
unavailable for freight or commuter trains. Until such a time as GTM is available for all trains, 
TUT will serve as its proxy allocation statistic. Future developments in traffic control 
information systems may allow Amtrak to automatically collect and maintain freight and 
commuter activity statistics including GTM. 

Summary 

Table 7-1 is an overview ofthe cost allocation Ibr the MoW Track Subfamily. 

Ta b Ic 7 -1: Mo W Tra c k Sub fa ni i I v O ve rv ie w 

Subfamily 

Subcategory 

FV 2007 Expenditures (Mil.) 
Business Types To Which Costs Arc 
Allocated 
Number of ResCens 

Mow Track-#101 

Mow Track - General (101_1) 

$156.9 
NTS. CIA. COP, Freight. Reimbursable 

51 

Top 5 Functions by Expenditures (Dollars, 

Function 

Road l.and & Other Work in Progress (WIP) 
M of W Overhead 
Track Maintenance 
SEPTA .loint Benefit Capital 
M of W Reimbursable 

Code Number 

3501 
1751 
1703 
3077 
1797 

Mil., FV07) 

Expenditures 

S53.9 
.S20.8 
SI8.4 
SI 7.4 
$10.1 

Percent of 
Familv 
34.3% 
13.2% 
11.7% 
11.1% 
6.4% 
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Subfamily 

Subcategory 

Top 3 Allocation Statistics 

Statistic 

Total Unil Trips 
MoW Direct Cosls 
Direct (Unallocated) 

MoW Track-#101 

Mow Track - General (101_1) 

by Expenditures (Dollars, Mil., FV07) 

Code 

TUT 
MWDC 

NON 

Expenditures 

S30.9 
S27.3 
$98.7 

Percent of 
Familv 
19.7% 
17.4% 
62.9% 

7.1.2 MoW Communications & Signal Subfamily 

Family: 
Subfamily: 

Scope 

M o w - # 1 0 0 
MoW Communications & Signal - #102 

The MoW C&S Subfamily performs maintenance and capital work on C&S assets including 
niaintenance of communication systems such as telegraph, telephone, radio systems; train signal 
and interlocking systems: and communications-related maintenance of buildings. ROW. or other 
facilities. Most oflhis work takes place in the NEC. although some work is performed outside 
the NEC on other Amtrak-owned assets or on assets owned by olher entities by reimbursable 
agreement. 

Subfamily expenditures for FY07 were $92.7 million and account Ibr 2.2 percent of Amtrak's 
total expenditures. 

Cost Al locat ion M e t h o d 

Cost allocations arc at the ResCen level using Stat Qualifiers to focus cost at a local or regional 
level. Several cost types are in the C&S Subfamily with varying allocation methods including 
direct costs, indirect costs, costs that are assigned directly to a customer or outside agency, and 
capital expenditures. Direct cosls are coded in FIS lo direct cost Funclions Ibr direct labor in the 
C&S Subfamily and identifiable to a specific project by a Work Element Nuniber. These costs 
are allocated by FTT using a city pair Slat Qualifier. City pair Slat Qualifiers are identified for 
each ResCen and restrict cost allocations only lo trains that travel on that specific segment where 
the C&S work was performed. 

Indirecl costs are not identified by a Work I:lenicnt Number and are allocated in a second round 
by MWDC using a ResCen Slat Qualifier. MWDC is calculated as the sum of all direct function 
costs al a ResCen that are allocated to a particular customer. After the direct costs are allocated. 
MWDC is calculated and indirect costs are allocated to each train or customer in proportion to ils 
share of MWDC relative to lotal MWDC for all trains and customers operating in the area 
maintained by that specific ResCen. All trains traveling on a segment, .Amtrak. freight, or 
commuter, wi l l be automatically identified by the city pair Slat Qualifier as having traveled 
through that segment and wil l be allocated direct costs by FTT and indirecl costs by MWDC. 
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Expenses that are direct to a specific customer are identified by specific functions identified in 
the profile, such as commuter agencies have exclusive (specific) functions Ibr their direct costs. 
These costs will be allocated by NON. The NON statistic does not apportion cosls among 
multiple customers, but assigns all costs to the single customer identified for that function. A 
few funclions that are assigned directly to customers also require a Work Element Number to 
identify a specific project and customer. The NON statistic is also used lo assign these 
expenditures directly to a single customer. 

Capilal functions arc used by these ResCens and make up the majority ofthe Subfamily 
expenses but are nol allocated. These expenses include any capital improvements to extend the 
life ofthe assets. Unallocated capital expenses using these funclions are entered into .Amtrak's 
asset ledgers and thereby become part ofthe asset base used in calculating a capital charge. The 
capital charge is then allocated to the trains and other businesses and customers using that asset. 
Previously, TUT was used to allocate C&S costs, but after discussions and consultation with 
field personnel, it was determined that FTT is more appropriate as C&S operations relate to a 
single place and poinl oftime. FTT is available from the TUS system using data from OMS. 
The Audit and Financial Controls group will provide FTT Ibr commuters and the Financial 
Analysis.'APT group will manually calculate FTT statistics Ibr freights. Future developments in 
tralTic control inibrmalion systems may allow Amtrak to automatically lo collect and maintain 
freight and commuter activity statistics including FTT. 

Summary 

Tabic 7-2 is an overview oflhe cosl allocation for the MoW Communieations & Signal 
Subfamily. 

Table 7-2: MoW Communications & Signal Subfamily Overview 

Subfamily 

Subcategory 

FV 2007 Expenditures (Mil.) 
Business Types To Which Costs .Are 
Allocated 
Number of RcsCens 

MoW Communications & Signal - #102 

Mow C&S General (102_1) 

S92.7 
NTS, CIA, COP. Freight. Reimbursable 

61 

Top 5 Functions by Expenditures (Dollars, Mil., FV07) 

Function 

Signal & Interlocker Maintenance 
Road Land & Other WIP 
M of W Overhead 
Amtrak New Jersey Transit (N.IT) Joint 
Benefit Capilal Program 
M of W Reimbursable 

Code .Number 

1713 
3501 
1751 
.3021 

1797 
Top 3 .Allocation Statistics by Expenditures (Doi 

Statistic Code 

Expenditures 

$21.8 
SI 8.5 
SI2.S 
S7.9 

S6.3 

Percent of 
Family 
23.5% 
19.9% 
13.8% 
8.6"-;, 

6.8% 
ars. Mil., FV07) 

Expenditures Percent of 
Familv 

80 

Declaration of Maximilian R. Johnson - Exhibit D 



Methodology for Amtrak Cost Accounting 

Subfamily 

Subcategory 

Frequency 
MoW Direcl Costs 
Direct (Unallocated) 

MoW Communications & Signal - #102 

Mow C&S General (102_1) 

FTT 
MWDC 
NON 

S32.9 
SI 8.4 
S4I.5 

35.5% 
19.8% 
44.7% 

7.1.3 MoW Electric Traction Subfamily 

Family: 
Subfamily: 

MoW-#100 
MoW Electric Traction - #103 

Scope 

The MoW Electric Traction (ET) Subfamily operates the electric propulsions systems as well as 
performs maintenance and capital work on the electric transmission assets. These assets include 
the catenary and support apparatus, Iransmission systems between power plants and the network, 
power substations along the corridor, and building and structures that house these systems. 
Operational costs include salary and benefits Ibr power directors and load dispatchers. 

Subfamily expenditures for FY07 were $65.2 million and account Ibr 1.6 percent of Amtrak's 
total expenses. 

Cost Allocation Method 

Cosl allocations are at the ResCen level using Slat Qualifiers to focus cost at a local or regional 
level. Several cost types are in the ET Subfamily with varying allocation methods including 
direcl costs, indirect cosls, costs that are assigned directly to a customer or outside agency, and 
capital expenditures. Direct costs are those coded in FIS to direct cost Funclions for direct labor 
in the ET Subfamily and identifiable to a specific project by a Work Element Number. These 
costs are allocated by eleclric unit miles (EUM) using a city pair Stat Qualifier. Where a ResCen 
incurs direct function cost within a given city pair segment, costs are allocated to each electric 
train traveling over that segment in proportion to its share of all trains' EUM within that 
segment. City pair Slat Qualifiers are identified for each RcsCen and restrict cost allocations 
only to eleclric trains that travel on that specific scgmenl where the FT work was performed. 

Indirect costs are those that cannol be identified by a Work Element Number and are allocated in 
a second round by MWDC using a RcsCen Slat Qualifier. MWDC is calculated as the sum of all 
direct function costs at a ResCen that are allocaled lo a parlicular cuslonier. After the direct 
costs are allocated. MWDC is calculated and indirect costs are allocated to each customer in 
proportion to its share of MWDC relative to total MWDC Ibr all customers operating in the area 
maintained by that specific ResCcn. All electric trains traveling on a segment. Amtrak. or 
commuter, will be automatically identified by the city pair Stat Qualifier as having traveled 
through that segment and will be allocated direct costs by EUM and indirect costs by MWDC. 
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Expenditures that are direct to a specific customer arc identified by specific functions identified 
in the profile, commuter agencies or other entities have an exclusive (specific) function Ibr their 
direct costs. These costs wil l be allocated by NON. The NON statistic does not apportion costs 
among multiple customers, but assigns all costs to the single customer identified Ibr that 
function. A few functions that are assigned directly to customer also require a Work Element 
Number to identify a specific project and customer. The NON statistic is also used to assign 
these expenditures directly to a single eustomer. 

Capital functions arc occasionally used by these ResCens but are not allocated. These expenses 
include any capilal iniprovemenls to extend the life ofthe assets. Unallocated capital expenses 
using these functions are entered inio Amtrak's asset ledgers and thereby become part ofthe 
asset base used in calculating a capilal charge. The capital charge is then allocated to the trains 
and other businesses and custoniers using that asset. 

EUM for Amtrak trains is automatically available from the TUS systcin using data from OMS. 
The Audit and Financial Controls group wil l provide EUM for commuters. Future developments 
in IralTic control systems may allow Amtrak to automatically collect and maintain commuter 
statistics including EUM. 

Summary 

Table 7-3 is an overview ofthe cosl allocation Ibr the MoW Electric Traction Subfamily. 

Table 7-3: MoW Electric Traction Subfamilv Overview 

Subfamily 

Subcategory 

FV 2007 Expenditures (Mil.) 

Business T>pes To Which Costs Are 
Allocated 
Number of ResCens 

Mow Electric Traction - #103 

Mow Electric Traction - General (103_0) 

$65.2 

NTS. CIA. COP. Reimbursable. Commercial 

29 

Top 5 Functions b\ Expenditures (Dollars, Mil., FY07) 

Function 

Road Land & Other WIP 
M of W Overhead 
M of W Reimbursable 
.Amtrak NJT Joint Benefit Capital Program 
Power Transmission Svstem Maintenance 

Code Number 

3501 
1751 
1797 
3021 
1718 

Expenditures 

$20.2 
S9.0 
S6.8 
S6.2 
S4.6 

Percent of 
Family 
30.9% 
13.8% 
10.3% 
9.5% 
7.1% 

Top 3 Allocation Statistics by Expenditures (Dollars, Mil., FV07) 

Statistic 

MoW Direct Cosls 
Flectrie Locomotive Unit Miles 
Direct (Unallocaied) 

Code 

MWDC 
RUM 
NON 

Expenditures 

S16.5 
SI 1.4 
S37.3 

Percent of 
Familv 
25.3% 
l7.5"-o 
57.3% 
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7.1.4 MoW Bridges & Buildings Subfamily 

Family: MoW-#100 
Subfamily: MoW Bridges & Buildings - #104 

Scope 

The MoW' Bridges & Buildings Subfamily perforins maintenance and capital work on various 
Amtrak physical assets including tunnels, bridges, culverts, overhead highway bridges, signs, 
buildings that house facililics for the MoW employees, and oftice buildings for Amtrak 
administrative stafl'. Maintenance eosls for station buildings are excluded from the Bridges and 
Buildings (B&B) Sublamily and are recorded in the Stations Family. 

Subfamily costs for FY07 were S62.5 million and account Ibr 1.5 perceni of Amtrak's tolal costs. 

Cost Allocation Method 

Cost allocations are at the ResCen level using Stat Qualifiers lo focus cost at a local or regional 
level. 

Several cost types are in the B&B Subfamily wilh varying allocation methods including direct 
costs, indirect costs, cosls thai arc assigned directly to a customer, and capital expenditures. 
Direct costs arc those coded in FIS to direct cost Functions for direct labor in the B&B 
Subfamily and identifiable to a specific project by a Work Element Number. These costs arc 
allocated by either TUT or FTT using a city pair Slat Qualifier. Where a ResCen incurs direct 
function cost within a given city pair segment, costs are allocated lo each train traveling over that 
segment in proportion lo its share of all trains' TUT or FTT within that segment. City pair Stat 
Qualifiers are identified Ibr each ResCen and restrict cost allocations only to trains that travel on 
that specific segment where the B&B work was performed. 

Indirect costs are those that cannot be identified by a Work Element Number and are allocated in 
a second round by MWDC using a ResCcn Stat Qualifier. MWDC is calculated as the sum of all 
direct function costs at a RcsCen that are allocated to a particular customer. After the direct 
costs are allocated, MWDC is calculated and indirect costs are allocated to each customer in 
proportion lo its share of MWDC relative to total MWDC for all customers using B&B 
maintained by that specific ResCcn. All Irains traveling on a segment. Amtrak. freight, or 
commuter, will be aulomalically identified by the city pair Stat Qualifier as having traveled 
through that segment and will be allocated direct cosls by TUT or FTT and indirect costs by 
MWDC. 

Expenditures that are direct to a specific customer are identified by specific functions identified 
in the profile, e.g., commuter agencies have exclusive (specific) functions Ibr their direct co.sts. 
These costs will be allocated by NON. The NON statistic does not apportion costs among 
multiple customers, but assigns all costs to the single customer identified Ibr that function. .A 
few functions that are assigned directly to customer also require a Work Element Number lo 
identify a specific project and customer. The NON statistic is also used lo assign these 
expenditures directly to a single customer. 
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Capital functions arc used by these ResCens and make up the majority ofthe Subfamily costs but 
are not allocated. These expcndilures include any capital improvements to extend the life oflhe 
assets. Unallocated capital costs using these functions are entered into Amtrak's asset ledgers 
and thereby becoine part ofthe asset base used in calculating a capital charge. The capital 
charge is then allocated to the trains and other businesses and customers using that asset. 
Some function costs for repairs to bridges, culverts, and trestles are allocated by TUT. The 
preferred allocation statistic for direct costs in the B&B Subfamily would be Gross Ton Miles 
(GTM) as the structures are degraded and thus require repair and maintenance activity based not 
just on the number of units traveling on bridges (TUT), but also by the weight of those unils. 
However, while GTM is available for Amtrak trains, it is unavailable Ibr freight or commuter 
trains. Until such a time as GTM is available Ibr all trains, TUT will serve as a proxy allocation 
statistic. TUT Ibr Amtrak trains is automatically available from the TUS system using data from 
OMS. The remaining cosls Ibr overhead bridges, tunnels, and buildings are allocated by F Tf 
because their work is constrained not by the load ofthe trains, but the number of trains they must 
work around. FTT is available from the TUS system using data from OMS. The Audit and 
Financial Controls group wil l provide TUT and FTT for commuters and the Financial 
Analysis'APT group wil l manually calculate TUT and FTT statistics Ibr freights. Future 
developments in traffic conlrol information systems may allow .Amtrak to automatically collect 
and maintain freight and commuter statistics including FTT and TUM. 

Summary 

Table 7-4 is an overview ofthe cost allocation Ibr the MoW Bridges & Buildings Subfamily. 
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Table 7-4: MoW Bridges & Buildings Subfamily Overview 

Subfamily 

Subcategory 

FV 2007 Expenditures (Mil.) 
Business Types To Which Costs Are 
Allocated 
Number of ResCens 

MoW Bridges & Buildings - #104 

MoW Bridges & Buildings - General (104_0) 

$62.5 
NTS. CIA. COP. Freight. Reimbursable. Commercial 

35 

Top 5 Functions by Expenditures (Dollars, Mil., FV07) 

Function 

Road Land and Other WIP 
M of W Overhead 
Roadway Bldg Maintenance. 
Station Scrviccs-Bldg Maintenance 
M of W Reimbursable 

Code Number 

3501 
1751 
1726 
1281 
1797 

Expenditures 

SI 9.6 
$8.2 
$6.2 
$4.4 
$3.9 

Percent of 
Familv 
31.4% 
13.1% 
9.8% 
7.1% 
6.2% 

Fop 3 Allocation Statistics by Expenditures (Dollars, Mil., FV07) 

Statistic 

Touil Unit Trips 
MoW Direct Coht 
Direct (Unallocated) 

Code 

TUT 
MWDC 
NON 

Expenditures 

$13.2 
$11.3 
$30.6 

Percent of 
Familv 
21.1%. 
18.0% 
48.9% 

7.1.5 MoW Support Subfamily 

Family: 
Subfamily: 

Scope 

Mow-#100 
MoW Support-#105 

The MoW Support Subfamily perforins general support activities that support all or some ofthe 
other MoW Subfamilies (Track, Communications & Signal, Electric Traction, and Buildings & 
Bridges). These activities include management and supervision; training; dedicated material 
control shops and procurenicnt; work, wire, and wreck trains; support work for specific capilal 
projects; and related activities. 

Subfamily costs for FY07 were S248.I million and account for 5.8 percent of Amtrak's tolal 
costs. 

Cost Allocation Method 

Cost allocations are at the ResCen level using Slat Qualifiers to focus cost at a local or regional 
level. 

Several cost types are in the MoW Support Subfamily with varying allocation methods including 
direct costs, indirecl costs, costs that are assigned directly lo a customer or outside commuter 

K5 

Declaration of Maximilian R. Johnson - Exhibit D 



Methodology for Amtrak Cost Accounting 

agency, and capital expenditures. Direct cosls are those coded in FIS to direct cost Functions Ibr 
direcl labor in the MoW Support Subfamily and identifiable to a specific project by a Work 
Element Number. Depending on the type of work, these cosls are allocated by Total Unit Trips 
(TUT), Frequency (FTT), or Electric Unit Miles (EUM using a city pair Slat Qualifier. Where a 
ResCcn incurs direct function cost within a given city pair segment, cosls are allocaled lo each 
train traveling over that segment in proportion lo its share of all trains' TUT. FTT. or EUM 
within that segment. City pair Stat Qualifiers are identified Ibr each RcsCcn and restrict cost 
allocations only to trains that travel on that specific segment where the MoW Support work was 
performed. 

Indirect costs arc those that cannot be identified by a Work Element Nuniber and are allocated in 
a second round by MoW Direct Costs (MWDC) using a ResCen Slat Qualifier. MWDC is 
calculated as the sum of all direct function cosls al a ResCen that are allocated to a parlicular 
customer. Allcr the direct costs are allocated, MWDC is calculated and indirect cosls arc 
allocated to each customer in proportion to its share of MWDC relative lo lolal MWDC for all 
customers operating in the area maintained by that specific ResCen. All trains traveling on a 
segment, Aintrak. freight, or commuter, will be automatically identified by the city pair Stat 
Qualifier as having traveled through that segment and will be allocated direct costs by TUT. 
FTT, or EUM and indirect eosls by MWDC. 

Expenditures that are direct to a specific customer are identified by specific funclions identified 
in the profile, such as commuter agencies, have an exclusive (specific) function for their direct 
costs. These costs will be allocated by NON. The NON statistic does not apportion costs among 
multiple customers, but assigns all costs to the single customer identified for that function. A 
few functions that are direct to customer also require a Work Element Number lo identify a 
specific project and customer. The NON statistic is also used to assign these expenditures 
directly to a single customer. 

Capital functions are used by these ResCens and make up the majority ofthe Subfamily 
expenditures but are not allocated. These expenses include any capital improvements lo extend 
the life ofthe assets. Unallocated capital expenses using these Funclions are entered into 
Amtrak's asset ledgers and thereby become part ofthe assel base used in calculating a capilal 
charge. The capital charge is then allocated to the trains and other businesses and customers 
using that asset. 

TUT, FTT, and EUM Ibr Aintrak trains are automatically available from the TUS system using 
data from OMS. Where TUT is used, the preferred allocation statistic would be GTM as MoW 
structures arc degraded and thus require repair and maintenance activity based not just on the 
number of units traveling on that segment (TUT), but also by the weight of those units. 
However, while GTM is available for Amtrak trains, it is unavailable for freight or commuter 
trains. Until GTM is available Ibr all trains, TUT will serve as ils proxy allocation statistic. The 
Audit and Financial Controls group will provide TUT and FTT for coiiiiiiuters and lhe Financial 
.Analysis'APT group will manually calculate TUT and FTT statistics for freights. Fulure 
developments in IralTic control systems may aulomalically incorporate freight and eommuter 
statistics. 
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Summary 

Table 7-5 is an overview oflhe cost allocation Ibr the MoW Support Subfamily. 

Tabic 7-5: MoW Support Subfamily Overview 

Subfamily 

Subcategory 

FV 2007 Expenditures (Mil.) 

Business Types To Which Costs .Are 
Allocated 
Nuniber of ResCcns 

Mow Support-#105 

Mow Support- General (105_0) 

$241.8 

NTS. CIA. COP, Freight. Reimbursable 

65 

Top 5 Functions by Expenditures (Dollars, 

Function 

Road Land & Other WIP 
LIRR Life Safety Capilal 
Amtrak NJT Joint Benefit Capital Program 
M of W Reimbursable 
M of W Overhead 

Code Number 

3501 
3075 
3021 
1797 
1751 

Top 3 Allocation Statistics by Expenditures (Doi 

Statistic 

Direct (Unallocated) 
Tolal Unil Trips 
MoW Direct Cost 

Code 

NON 
TUT 

MWDC 

Mil., FV07) 

Expenditures 

SI77.I 
S35.5 
S13.9 
$9.8 
$9.2 

Percent of 
Family 
73.2" « 
14.7% 
5.7% 
4.0'M. 
3.8% 

ars. Mil., FV07) 

Expenditures 

S250.5 
S8.0 

-SI 7.8 

Percent of 
FamiU 

103.6% 
3.3% 

-7.4% 

7.2 MoE Family 

7,2.1 MoE Turnaround Subfamily 

Family: 
Subfamilv: 

MoE - #200 
MoE Turnaround - #201 

Scope 

The MoE Turnaround Subfamily performs cleaning, inspections, and minor repairs on Amlrak 
trains and Amtrak-operated commuter irains before each departure and also enroulc. Turnaround 
facilities can work exclusively on cars, locomolives, or bolh types of equipment. At some 
locations, turnaround services are performed by outside contractors rather than .Amtrak 
employees. Additionally, .Amtrak employees known as "train riders" accompany Irains and 
perfomi minor enroute repairs as required. 
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Subfamily costs for FY07 were .S113.8 million and account for 2.7 percent of Amtrak's lolal 
costs. 

Cost Allocation Method 

Cost allocations arc at the ResCen level to Amlrak trains or Amtrak-operated commuter trains 
that either begin their trips at or pass through a parlicular ResCen. Because trains arc not always 
serviced at each turnaround ResCcns enroute, a train group is necessary for each turnaround 
ResCcn to identify the specific trains lo which costs at a ResCen are allocated. Several types of 
costs are in the Tumaround Subfamily (with varying allocation methods for each), including 
costs directly assigned to trains, direct costs, and indirecl costs. The Function used to capture 
"train rider" costs requires a train number to assign eosls directly to the appropriate trains. 
Direcl cosl Functions arc used for direct labor and materials and ideniify the specific type of 
work performed. Direct Functions arc associated wilh cither car or locomotive servicing and arc 
allocated by car unil trips (CUT) or a locomotive activity statistic, either diesel locomotive units 
u.sed (DLU) or electric locomotive units used (ELU). Al localions that utilize outside 
contractors, direct eosls are nol differentiated by equipment type and the statistic TUT is used to 
allocate costs. 

Indirect costs arc those that cannol be tied to a parlicular type of equipment and are allocated in a 
second round by MoE direct mechanical costs (MDC) using a ResCen Stat Qualifier. MDC is 
calculated as the sum of direct tumaround cosls allocated to a train or other customer at a 
ResCcn. After direct cosls are allocaled, MDC is calculated and indirecl cosls arc allocated to 
each train or customer in proportion to its share of total MDC for all trains or cuslomers using 
turnaround services at that specific ResCen. 

Summary 

Table 7-6 is an overview oflhe cost allocation Ibr the MoE Turnaround Subfamily. 

Table 7-6: MoE Turnaround Subfamilv Overview 

Subfamily 

Subcategory 

FV 2007 Expenditures (Mil.) 
Business Types To Which Costs Are 
.Allocated 
Number of ResCens 

MoE Turnaround - #201 

MoE Turnaround - General (201_0) 

SI 13.8 

NTS 

49 

Top 5 Functions by Expenditures (Dollars, Mil., FV07) 

Function 

Car Turnaround Service 
M of R Supervision Clerical & Office 
M of F.-Vacation/l-loliday'Non-Prod Labor 
Coniracl Roll Slock Mgt/Mainienancc 
M of R Overhead 

Code Number 

1828 
1808 
1815 
1851 
1814 

Expenditures 

$53.2 
S9.5 
S9.0 
S7.2 
$6 5 

Percent of 
Family 
46.7% 
H.4% 
7.9% 
6.3% 
5.7% 
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Subfamily 

Subcategory 

MoE Turnaround - #201 

MoE Turnaround - General (201_0) 

Top 3 Allocation Statistics In Expenditures (Dollars, Mil., FV07) 

Statistic 

Car Untl Trips 
Mechanical Direcl Cost 
Total Unit Trips 

Code 

CUT 
MDC 
TUT 

Expenditures 

$53.8 
$41.1 
$7.2 

Percent of 
Family 
47.2% 
36.1% 
6.3% 

7.2.2 Locomotive Maintenance Subfamily 

Family: 
Subfamilv: 

MoE - #200 
Locomotive Maintenance - #202 

Scope 

The Locomotive Maintenance Subfamily performs maintenance on Amlrak's diesel and electric 
locomolives. The work performed in this Subfamily includes bolh preventive maintenance and 
as-needed mainlenance due lo locomotive failures, bad orders, freeze damage, and wrecks. No 
significant capilal work is undertaken in this Subfamily; instead, the Backshop Subfamily 
performs locomotive capital work. Amlrak's Work Management System (WMS) tracks labor 
and materials cosls. the type of work performed, and the specific unil nuniber and equipment 
type on which maintenance work is performed. 

Subfamily expenditures for FY07 were S54.9 million and account for 2.7 percent of Amtrak's 
total expenses. 

Cost Al location Me thod 

Cost allocations arc al the national level to all trains that utilize the types of equipment being 
repaired. Aintrak locomotives are maintained al numerous facilities. Since a particular 
locomolive could be maintained at several different facilities, using the national level allocation 
approach ensures that the actual localion where such equipment is maintained does not affect 
how maintenance costs for that equipment are allocated to trains. Train activity statistics are 
used in conjunction with equipment lypc Slat Qualifiers to ensure that the costs for maintaining a 
particular equipment type, regardless ofthe place where it is maintained, arc allocaled only to 
trains using that equipment type. 

Several cost types arc in the Locomotive Maintenance Subfamily, including direct costs, indirect 
costs, and cosls assigned directly to a customer or outside agency. Direcl cost Functions arc used 
for direct labor and materials and ideniify the specific type of work performed. Direct Functions 
require Work Element Numbers from WMS from which specific locomolive types are inferred. 
Costs coded lo these Functions arc allocated using unils used (xUU) ' and unit miles (xUM) 
statistics for specific types of equipment. UU is used to allocate costs associated with preventive 
maintenance because preventative maintenance is largely based on time and UU is a time-based 

'• The "x" IS a "wildcard" lo indiiratc dilTcrcnl codes arc u.scd tbr each equipment tvpe 
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statistic. UM is used lo allocate nonpreventative maintenance costs because such maintenance is 
based on usage. Direcl costs are allocated nationally to all trains that use the corresponding 
equipment type—these cosls are allocated at the national level. Indirect costs in this Subfamily 
arc those for which a particular equipment type cannot be idenlificd. These costs are allocated in 
a second round by MoE MDC using a ResCen Stat Qualifier. MDC is the sum of direcl costs 
allocated to a train or to another customer at a ResCen. After direct cosls are allocated. MDC is 
calculated and indirect cosls arc allocated to each train or customer at a RcsCen in proportion to 
its share of lolal MDC for all trains or eustomers al that specific ResCen. 

Expenditures that are assigned directly to a specific customer, such as a commuter agency, arc 
idenlificd in the Subfamily Profile. These cosls arc allocated by NON. The NON statistic does 
nol apportion cosls among multiple custoniers but assigns all costs to the single customer 
identified for that Function. In some cases, a Work Element Number is required to identify the 
appropriate customer when a general Reimbursable or Rccollectablc Function is used. 

Unallocated capital expenses coded to this Subfamily are entered into Amlrak's asset ledgers and 
thereby become part oflhe asset base used in calculating a capital charge. The capilal chaige is 
then allocated to the trains and other businesses and customers using that assel. 

ResCen 3962. GE Contract Services, performs maintenance on locomotives under contraci. 
Costs incurred at this Re.sCen are allocated using General Eleclric Locomotive Units Used 
(GEU), a new statistic used to calculate the sum of units used fbr those particular locomotives. 

Summary 

Table 7-7 is an overview ofthe cost allocation for the MoE Locomotive Maintenance Subfamily. 

Table 7-7: MoC Locomotive Maintenance Subfamily Overview 

Subfamily 

Subcategory 

FV 2007 Expenditures (Mil.) 
Business Types To Which Costs Are 
Allocated 
Numher of ResCens 

Locomotive Maintenance - #202 

Locomotive Maintenance - General (202_0) 

$54.9 

NTS 

9 

Top 5 Functions by Expenditures (Dollars, 

Function 

Contract Roll Slock Mgt/Maintcnancc 
Locomolive Diesel Tiad Orders 
Locomotive Diesel Program Svc 
Locomotive Eleclric Bad Orders 
Locomolive Flectrie Program Svc 

Top 3 .Allocation Statistics 

Statistic 

Code Number 

1851 
1864 
1863 
1823 
1822 

Mil., FY07) 

Expenditures 

S9.9 
S9.3 
S6.7 
$4.3 
$3.9 

Percent of 
Family 
18.0% 
16.9% 
12.1% 
7.8"'.. 
7.1% 

by Expenditures (Dollars. Mil., FV07) 

Code Expenditures 
Percent of 

Faniih 
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Subfamily 

Subcategory 

Mechanical Direct Cost 
Unils Used 
General RIcctric Locomotive Units Used 

Locomotive Maintenance - #202 

Locomotive Maintenance - General (202_0) 

MDC 
UU 

GRU 

SI 9.0 
SI O.S 
$9.9 

34.7% 
19.6% 
18.0% 

7.2.3 Car Maintenance Subfamily 

Family: 
Subfamily: 

.MoE - #200 
Car Maintenance - #203 

Scope 

The Car Maintenance Subfamily performs maintenance on Amtrak's cars, including passenger 
coaches, dining cars, sleeping cars, and baggage cars. The work performed in this Subfamily 
includes bolh preventive maintenance and as-needed mainlenance due to car failures, bad orders, 
free/e damage, and wrecks. No significant capital work is undertaken in this Subfamily; instead, 
the Backshop Subfamily performs car capital work. Amlrak's WMS tracks labor and materials 
costs, the type of work performed, and the specific unit number and equipmeni type on which 
maintenance work is performed. 

Subfamily expenditures for FY07 were S41.7 million and account Ibr 
tolal expenses. 

.0 perceni of Amtrak's 

Cost Allocation Method 

Cost allocations are at the national level to all trains that utilize the type of equipment being 
repaired. Amtrak cars are maintained at numerous facililics. Since a particular car could be 
maintained at several different facilities, using the national level allocation approach ensures that 
the actual location where such equipment is maintained does not affect how mainlenance costs 
for that equipment are allocated to trains. Train activity statistics are used in conjunction with 
equipment type Stat Qualifiers to ensure that the eosls for maintaining a particular equipment 
type, regardless ofthe place where it is maintained, are allocated only lo trains using that 
equipment type. 

Several cost lypcs arc in the Car Maintenance Subfamily, including direct costs, indirect cosls. 
and cosls assigned directly lo a customer. Direcl cost Functions arc used for direct labor and 
materials and identify the specific type of work performed. Direct Functions require Work 
Element Numbers from WMS from which specific car types are inferred. Costs coded lo these 
Functions are allocaled using xUU and Unil Miles (xUM) statistics for specific types of 
equipmeni. UU is used to allocate preventive maintenance costs as such mainlenance is largely 
based on time and UU is a time-based statistic. UM is used to allocate nonprcventive 
maintenance costs as such maintenance is based on usage. Direcl costs are allocated nationally 
to all irains thai use the corresponding equipment lypc—these costs are allocated at the national 
level. Indirect cosls in this Subfamily arc those for which a particular equipment type cannot be 
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identified and are allocated in a second round by MoE MDC using a ResCen Stat Qualifier. 
MDC is the sum of direct cosls allocated to a train or customer al a ResCen. Afier the direct 
cosls are allocated, MDC is calculated and indirecl cosls arc allocated to each train or customer 
al a ResCcn in proportion lo its share of total MDC for all Irains or customers at that specific 
RcsCen. 

Expenditures that are assigned directly lo a specific customer, such as a commuter agency, are 
identified in the Subfamily Profile. These costs are allocated by NON. The NON statistic does 
not apportion costs among mulliple customers, but assigns all costs to the single customer 
identified for that Function. In some cases, using a Work Element Number is required to identify 
the appropriate customer when a general Reimbursable or Rccollectablc Function is used. 
Where capital Functions arc used, they are not allocated. Unallocated capital expenses coded lo 
this Subfamily are entered into Amtrak's asset ledgers and thereby becoine part ofthe asset base 
used in calculating a capital charge. The capital charge is then allocated to the trains and other 
customers using that asset. 

'fable 7-8 is an overview oflhe cost allocation for the MoE Car Maintenance Subfamily. 

Tabic 7-8: MoR Car Mainlenance Subfamily Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 

Business Types To Which Costs Are 
Allocated 
Number of ResCens 

Car Maintenance- #203 

Car Maintenance - General (203_0) 

$41.7 

NTS 

8 

Top 5 Functions by Expenditures (Dollars, .Mil.. FY07) 

Function 

Car Program Maintenance. 
Car Bad Orders 
M of E Overhead 
M of C-Vacaiion/Holidav.'Non-Prod Labor 
M of C Supervision Clerical & Office 

Code Number 

1829 
1830 
1814 
1815 
1808 

Expenditures 

SI 3.9 
$13.2 
S2.7 
S2.6 
S2.5 

Percent of 
Familv 
33.3% 
31.6% 
6.6% 
6.2% 
5.9% 

Top 3 Allocation Statistics by Expenditures (Dollars, Mil., FY07) 

Statistic 

Unils Used 
Mechanical Direcl Cost 
Unil Miles 

Code 

UU 
MDC 
UM 

Expenditures 

SI 5.2 
SI 3.4 
SI 3.2 

Percent of 
Familv 
34.0"'« 
32.1"/,, 
31.7% 

7.2.4 MoE Support Subfamily 

Family: 
Subfamily: 

MoE - #200 
MoE Support - #204 

92 

Declaration of Maximilian R. Johnson - Exhibit D 



Methodology for Amtrak Cost Accounting 

Scope 

The MoE Support Subfamily performs managerial, administrative, nialcrial conlrol. and olher 
activities in support of turnaround servicing, rolling stock maintenance and repair, and 
component work performed in the various Aintrak mechanical shops. 

Subfamily expcndilures for FY07 were $68.7 million and account for 1.7 percent of Amlrak's 
lotal expenses. 

Cost Allocation Method 

Cost allocations arc at the ResCen level to the appropriate Aintrak train, commuter train, or other 
customers. RcsCen and ResCen Group Stat Qualifiers are used to more closely align costs to 
Irains and other customers. Each MoE Support ResCen is assigned a Stat Qualifier that identifies 
a ResCen or group of ResCcns that the MoE Support ResCen supports. The majority of cosls in 
this Subfamily are allocated based on MDC in conjunction with the assigned Stat Qualifier. 
Costs at a particular MoE Support ResCen are allocated only to a train or customer if that train or 
customer is associated wilh one oflhe ResCcn(s) linked to that Support ResCen through a Stat 
Qualifier. The train or customer al issue receives a portion ofthe Support ResCen's costs in 
proportion to ils share of total MDC for all Irains and customers in that ResCen group. 

Amtrak maintains trains for several outside commuter agencies, the costs of which arc coded to 
agency-specific ResCcns or Functions. In both cases, these costs are allocated by NON. The 
NON statistic does not apportion costs among multiple customers, but assigns all cosls to a 
single customer identified for that Function or RcsCcn. In some cases, a Work Element Number 
is required to ideniify the appropriate customer when a general Reimbursable or Rccollectablc 
Function is used. 

Capital expenses are occasionally coded to ResCens in this Subfamily bul are nol allocated or 
assigned. Unallocated capital expenses coded to Ihis Subfamily are entered into Amtrak's asset 
ledgers and thereby become part ofthe asset base used in calculating a capital charge. The 
capital charge is then allocated to the irains and other customers using that asset. 

Summary 

Table 7-9 is an overview ofthe cost allocation Ibr the MoE Support-General Subfamily. 

Table 7-9: MoR Support General Subfamily Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 

Business Types To Which Costs .Are 
Allocated 
Number of ResCens 

MoE Support-#204 

MoE Support - General (204_0) 

S68.7 

NTS. CIA. COP 
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Subfamily 

Subcategory 

Function 

M of R Managerial 
VI of R Material Control 
M of R Overhead 
M of R Supervision Clerical & Office 
Road Land & Other WIP 

MoE Support - #204 

MoE Support - General (204_0) 

Code Number 

1801 
1816 
1814 
1808 
3501 

Expenditures 

$27.1 
SI 0.4 
S7.0 
S5.3 
S3.9 

Percent of 
Family 
39.4'!., 
15.1".. 
10.2"'.. 
7.7''o 
5.7% 

Top 2 .Allocation Statistics by Expenditures (Dollars. Mil., FY07 

Statistic 

Mechanical Direcl Cosl 
Direct (L'nallocated) 

Code 

MDC 
NON 

Expenditures 

S6I.0 
S7.6 

Percent of 
Family 
88.7% 
ll.0"o 

7.2.5 MoE Multiple Subfamily 

Family: 
Subfamily: 

Scope 

MoE - #200 
MoE-.Multiple-#205 

ResCens in the MoE-Multiple Subfamily do nol perfomi one primary aclivily. but rather perforin 
multiple mechanical-related activities using various Functions that are typically used in olher 
subfamilies within the MoE Family. The ResCens in this Subfamily perform two or more main 
activities to a degree that precludes their inclusion in a single Subfamily. The types ofactivities 
performed at these RcsCens include turnaround scr\-icing. locomotive maintenance, and car 
maintenance. 

Subfamily expenditures for FY07 were SI 23.4 M and account Ibr 3.0 percent of Amtrak's total 
expenses. 

Cost Allocation Method 

The MoE-Multiple Subfamily relies upon the various allocation methods used in the MoE 
Turnaround. Locomotive Maintenance, and Car Maintenance Subfamilies. In the case of 
locomotive and car maintenance activities, cost allocations arc at the national level to all Irains 
that utili/e the type of equipment being maintained. In the case of turnaround servicing 
activities, costs are allocated at the ResCen level using the same method as in the MoE 
Tumaround Subfamily. 

Several types of costs are in the MoE-Multiple Subfamily, including direct cosls, indirect costs, 
and costs assigned directly to particular train or customers. Direct cosls are those costs coded to 
direct cost Funclions. Direct costs Functions are tumaround servicing or maintenance Funclions 
used Ibr direct labor and materials in the MoE-Multiple Subfamily and identify the specific type 
of work performed. 
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When turnaround Functions arc used. Functions are associaled with either car or locomotive 
servicing and are allocated by CUT or a locomotive activity statistic respectively, either DLU or 
ELU. At the turnaround servicing locations that utilize outside contractors, direcl costs are not 
differcnlialed by equipment type and costs are allocaled instead by TUT. 

Direct car and locomotive maintenance funclions require Work Element Numbers from WMS 
from which specific equipment types are inferred. Costs coded lo these Functions are allocated 
by .specific xUU and xUM statistics for specific types of equipment. UU is used to allocate 
preventive niaintenance costs as such maintenance is largely based on tunc. UM is used to 
allocate nonprcventive maintenance costs as such mainlenance is based on usage. Car and 
locomotive maintenance direct cosls are allocaled nationally lo all irains that use the 
corresponding equipment lypc. 

Indirect cosls arc those fbr which a particular equipment type cannot be identified and are 
allocated in a second round by MoE MDC using a ResCcn Slat Qualifier. MDC is the sum of 
direct cost allocated to a train or other customer at a RcsCen. After direct costs are allocated. 
MDC is calculated and indirect costs arc allocaled to each train or customer at a ResCen in 
proportion to its share of total MDC for all customers services by that specific ResCen. 

Aintrak maintains trains Ibr several outside commuter agencies, the cosls of which arc coded to 
agency-specific Re.sCens or Functions. In bolh cases, these costs are allocaled by NON. The 
NON statistic does nol apportion cosls among multiple customers, bul assigns all cosls to a 
single customer identified for that Function or ResCen. In some cases, using a Work Element 
Number is required to ideniify the appropriate customer when a general Reimbursable or 
Rccollectablc Function is used. 

Capital expenses are occasionally coded to RcsCens in this Subfamily bul are not allocated or 
assigned. Unallocated capilal expenses coded to this Subfamily are entered into Amtrak's asset 
ledgers and thereby become part ofthe asset base used in calculating a capilal charge. The 
capital charge is then allocated to the trains and other customers using that asset. 

When Turnaround Functions arc used in this Subfamily, train groups are needed lo identify the 
specific trains lo which costs at a ResCen arc allocated since trains are not always serviced al 
each tumaround ResCen enroute. Activity groups arc not required when locomotive or car 
maintenanec Functions are used in this Subfamily because costs Ibr these Functions are allocated 
nationally to appropriate trains based on the equipment types used by each train. 

In other Subfamilies, costs associated with the same activity of Function are allocated using the 
same or similar statistics and olher costs nol typically associated with the main Subfamily 
activity arc allocated using a "miscellaneous" rule. In the MoE-Multiple Subfamily however, the 
diversity of costs within individual ResCens requires a finer level of allocation. For instance, 
MoE-Multiple ResCen 4753 (Boston MoE Support Shops) perforins several activities, including 
Tumaround Servicing. Car Maintenance, Locomotive Maintenance, and Maintenance Support. 

Table 7-10 is an overview ofthe cost allocation for MOE-MullipIc RcsCcn 4573. 
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Table 7-10: MoE-Multiple ResCen 4753- Boston MoR Support 

Related Subfamily 

Turnaround Servicinu; 

Locomotive Maintenance. 

Car Mainlenance. 

Maintenance Support 

FY07 
Costs 

$6,110,612 

$369,331 

$1,634,579 

S4.432.264 

Share 

48.7% 

2.9% 

13.0% 

35.3% 

Allocation 
Statistic 

CUT 

UU.'UM 

UU/UM 

MDC 

In their respective families, Tumaround Servicing Function costs arc allocaled largely by CUT, 
while Maintenance Function costs are allocated by either UU or UM and Support Function costs 
are allocated by MDC. If this ResCcn had been assigned lo the Turnaround Servicing 
Subfamily, the remaining majority of maintenance costs would have been allocated by the 
statistic Ibr the Turnaround Servicing miscellaneous rule, in this case CUT. Using a more 
detailed allocation method within the MoE-Multiple Subfamily allows for a more accurate 
allocation of costs where ResCens perfomi multiple activities. 
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Summary 

Table 7-11 is an overview ofthe cosl allocation for the MoE Multiple Subfamily. 

Table 7-1 I: MoE Multiple Subfamily Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 
Business Types To Which Costs .Are 
.Allocated 
Number of ResCens 

MoE-Multiple - #205 

MoE-Multiple - General (205_0) 

SI 23.4 
NTS. CIA. COP 

22 

Top 5 Functions by Expenditures (Dollars, 

Function 

Car Turnaround Service 
Car Program Maintenance. 
Car Bad Orders 
MoE-VacatioivHolidav.'Non-Prod Labor 
MoE Supervision Clerical & Office 

Code Number 

1828 
1829 
1830 
1815 
1808 

Mil., F\'07) 

Expenditures 

S40.3 
SI 5.8 
SIO.I 
S7.9 
$7.3 

Percent of 
Family 
32.6% 
12.8% 
8.2% 
b.4% 
5.9% 

Top 3 Allocation Statistics by Expenditures (Dollars, Mil., FY07) 

Statistic 

Car Unit Trips 
Mechanical Direct Cost 
Units Used 

Code 

CUT 
MDC 
U'U 

Expenditures 

S40.4 
S33.0 
S20.6 

Percent of 
Familv 
32.7% 
26.8% 
l6.7';'o 

7.2.6 High Speed Rail Maintenance Subfamily 

Family: 
Subfamilv: 

.MoE - #200 
HSR Maintenance - #206 

Scope 

The High Speed Rail (HSR) Maintenance Subfamily performs all acliviiies related to 
maintaining Amtrak's high speed rail (Acela) equipment, including rolling stock maintenance, 
turnaround servicing, management, and support activities. Additionally. Amtrak contracts with 
Alstom to manage material control fbr Acela trains, including the supply of overhaul packages, 
scheduled niaintenance kits, olher maintenance materials, and technical assistance. 

Subfamily expenditures for FY07 were S64.I million and account Ibr 1.5 percent of .Amtrak's 
total expenses. 
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Cost Allocation Method 

Cost allocations are al the RcsCcn level exclusively to Amlrak's high speed Acela Irains. All 
direct maintenance cosls are allocated based on the Acela Units Used (ALU) statistic. Because 
all direct expenses are allocaled using a single statistic, indirect and miscellaneous costs also can 
be allocated at the RcsCen level using the same statistic. ALU, and no second round allocation is 
required. In addition, no Slat Qualifiers are required for this Subfamily. 

Tabic 7-12 is an overview ofthe cost allocation for the HSR Maintenanec Subfamily. 

Table 7-12: HSR MTintenance Subfamily Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (.Mil.) 

Business Types To Which Costs Are 
Allocated 
Number of ResCens 

HSR Maintenance - #206 

HSR Maintenance - General (206_0) 

$64.1 

NTS 

6 

Top 5 Functions by Expenditures (Dollars, Mil., FY07) 

Function 

IIST Proiiram Service 
HST Bad Orders 
MST Turnaround Servicinii 
MoC Managerial 
Contract Roll Slock Mgt'Maintenancc 

Code Number 

1853 
1854 
1852 
1801 
1851 

Top 3 .Allocation Statistics by Expenditures (Doll 

Statistic 

Acela Rxpress Unils Used 
Direct (Unallocated) 

Code 

ALU 
NON 

Expenditures 

SI 3.3 
SI 2.5 
SII.6 
S10.4 
$5.3 

Percent of 
Familv 
20.7% 
19.5"?̂ . 
18.1% 
16.2% 
8.3"'!. 

ars. Mil., F^'07) 

Expenditures 

S59.0 
S5.I 

Percent of 
Familv 
92.0% 
8.0'!« 

7.2.7 Backshop Subfamily 

Family: 
Subfamilv: 

MoE - #200 
Backshop - #207 

Scope 

The RcsCens in the Backshop Subfamily perform major repairs and capital overhauls, and 
produce and repair components. They also perform sonic minor car and locomotive maintenance 
and servicing. Amtrak has three Backshop facilities, located in Beech Grove. Indiana; Bear. 
Delaware; and Wilmington, Delaware. These facilities are functionally and geographically 
separate from the Car and Locomotive Maintenance Subfamily facilities, which focus on 
preventative maintenance and noncapital repairs. Amtrak's WMS tracks labor and materials 
costs, the type of work performed, and specific unit numbers and equipment types on which 
work is perfonned. 
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Subfamily expenditures Ibr FY07 were $202.4 million (inclusive of transfer credits) and 
accounted for 4.9 percent of Amtrak's tolal expenses. 

Cost Allocation Method 

Several major categories of expenditures arc recorded in the Backshop Subfamily corresponding 
lo the varied activities performed in this Subfamily. These expense categories include capital 
expenditures, component expenses, direcl maintenance and servicing costs, indirect cosls. and 
expenses assigned directly to customers or other businesses. The largest share of costs in this 
Subfamily is coded to capital Funclions and is not allocated. Capital expenditures in this 
Subfamily include any expenditure for capilal improvements necessary lo extend the life of 
Aintrak rolling stock (specifics arc provided in Appendix .A. Table A-23. Profile Ibr Subfamily 
Backshop). Unallocated capital expenses coded lo the Backshop Subfamily are entered into 
Amtrak's asset ledgers and thereby becoine part ofthe asset base used in calculating a capital 
charge. The capital charge is then allocated to the irains and olher custoniers using that assel 
(see Section 7.7.1. Capilal Subfamily). 

The next largest category of costs is component expenditures. Component expenditures are costs 
incurred to rework rolling stock components in preparation for retum to the mechanical facilities. 
Ifthe labor and material costs incurred lo rework a component are different from the standard 
cost used when the component is transferred back to the mechanical facility, a residual balance 
remains in the Backshop RcsCen that still must be allocated. As components themselves are 
fungible and can be used on many different pieces of equipment, the cosls of eomponcnt repairs 
are allocated not as other equipment maintenance cosls lo trains using that equipment type, but as 
indirect cosls as described below. 

Indirect costs in the Backshop Subfamily arc those that cannot be directly tied to a parlicular 
train or equipment type. These costs are allocated in a second round allocation based on lotal 
MDC. MDC is the sum of direct mechanical costs allocated to a train or olher customer and is 
calculated afier all direct mechanical cosls are allocated. Because the majority of costs in the 
Backshop Subfamily arc unallocated capilal costs, a portion of indirect costs in the Backshop 
Subfamily are related to capital work and should also be unallocaied. Using billing rates 
established by Amtrak finance staff, an overhead rate is calculated Ibr the capital costs incurred 
in the Backshop Subfamily. A credit is then issued to Backshop ResCens Ibr lhe overhead 
associated with this capital work. Both indirect cosls in the Backshop Subfamily and this credit 
are allocated to trains using the same melhod. which achieves the same effect as crediting total 
Backshop Subfamily indirect costs by the amount of overhead associaled with capital work. 

Where direcl locomotive and car maintenance Functions are used in the Backshop Subfamily, the 
allocation rules arc the same as those in the Locomotive Maintenance and Car Maintenance 
Subfamilies for the same Funclions. Costs Ibr maintaining a certain type of equipment are 
allocated at the national level lo all Irains that utilize that type of equipment. Direct costs arc 
recorded to direct mainlenance Funclions. Direct maintenance Functions identify the specific 
type of work performed and also are coded with Work Element Numbers from which specific 
equipment types are inferred. Costs coded to direct maintenance Funclions are allocated xUU 
and xUM statistics for specific equipment types. UU is used to allocate scheduled Backshop 
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maintenance cosls as such costs typically are based on lime and UU is a time-based statistic. 
UM is used to allocate wreck and accident costs as such costs typically arc related lo usage. 
Direcl costs are allocated nationally to all irains that u.se the corresponding equipment type. 

Amtrak performs Backshop work for several outside commuter agencies, the cosls of which are 
captured using Functions dedicated to an individual commuter agency. These costs arc allocaled 
by NON. The NON statistic does not apportion costs among mulliple cu.stomcrs, bul assigns all 
cosls to a single customer identified for that Function or ResCen. In some cases, a Work 
Element Nuniber is required to ideniify the appropriate customer when a general Reimbursable 
or Commuter Function is used. 

Summary 

Table 7-13 is an overview ofthe cost allocation fbr the Backshop Subfamily. 

Table 7-13. Backshop Sublamily Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (MIL) 

Business Types To Which Costs Are 
.Allocated 
Number of ResCcns 

Backshop-#207 

Backshop- General (207_0) 

S202.4 

NTS, COP. Reimbursable 

40 

Top 5 Functions hy Expenditures (Dollars, Mil., FY07) 

Function 
Equip-Overhaul 
Component WIP Invenlory 
Equip-Remanufacture 
Rquip-Oiher Modifications 
MoE Overhead 

Code Number 
3001 
1810 
3000 
3004 
1814 

Top 3 .Allocation Statistics by Expenditures 

Statistic 
Mechanical Direct Cosis 
Car Unil Miles 
Direcl (Unallocated) 

Code 
MDC 
CUM 
NON 

Expenditures 
SI 06.4 
$24.1 
$21.9 
SI 7.7 
SI 4.0 

Dollars, Mil., FYC 

Expenditures 
S43.2 

.S2.9 
$150.0 

Percent of Family 

52.5"/o 
ll.9';'o 
I0.8'!'o 
8.7"/o 
6.9% 

17) 
Percent of Family 

21..-?% 
1.5"-'« 

74.l'>'i 

7.3 Transportation Operations (OPS) Family 

7.3.1 Onboard Services (OBS) Subfamily 

Family: 
Subfamily: 

Ops - Transportation - #300 
OBS-#301 
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Scope 

The Onboard Services (OBS) Subfamily provides customer services onboard passenger trains 
including food and beverage (F&B), enlcrlainment, and sleeping car services. The Subfamily 
includes the direct and indirect labor costs oflhe employees providing such services, the cosls of 
materials and supplies, commissary operation costs, costs Ibr contractors to operate the 
commissaries, and managerial and overhead cosls. The Subfamily consists of four 
Subcategories: Crew, Supplies-F&B. Commissary.'Management-F&B. and Support. 

Cost Allocation Method 

Subfamily expenditures (for all four Subcategories) for FY07 were $231.4 million and account 
for 5.6 pereent of Amtrak's total expenses. 

Many ofthe costs for this Subfamily are direct labor costs for the OBS crewmenibcrs that are 
assigned directly to .Amtrak trains through the OBS crew Labor Management System (known as 
LMS). Allocations for indirect labor-related costs are at the ResCen level to Amtrak trains with 
the allocation statistics depending on the Function used. OBS management and crew-related 
cosls that are not directly assigned to Irains. such as cxtraboard guarantee, benefits, crew meals, 
crew lodging, crew transportation, overhead, vacation, and holidays, are allocated to trains based 
on OBS labor hours (OLH) for those Irains. Craft-specific labor hours, such as FJining Labor 
Hours (DLH). are used lo allocate indirect labor cosls with a corresponding crafl-speeific 
Function where possible, in this ease FN 1321-OBS Dining & Snack. 

Commissary cosls. including outsourced contract cosls paid to Gate Gourmet. Inc. as well as 
Amtrak managemeni and support costs, arc allocaled at the ResCen level to the Amtrak trains 
served by that commissary. Coininis.sary costs are related to the level of food service olTered 
onboard individual trains and arc allocated by a statistic that measures the revenues received on 
each train (Dining Car Revenues or DRV). Each route has its own RcsCen for food and 
beverage costs and indirect costs arc allocaled by DRV to the trains within that route. 
Expcndilures f'or food supplies, beverages, crew meals, condemned food, and nonconsumablcs 
such as linens are all assigned directly to trains with no need lo allocate. 

Summary 

Table 7-14 is an overview oflhe cost allocation method for the OBS Subfamily. Greater detail 
on the cost allocation method Ibr the four Subcategories within this Subfamily can be found in 
Appendix A. 

101 

Declaration of .Maximilian R. Johnson - Exhibit D 



Methodology for Amtrak Cost Accounting 

Table 7-14: OBS Sublamily Overview-

Subfamily 

Subcategories 

FY 2007 Expenditures (Mil.) 
Business Types To Which Costs .Are 
Allocated 
Number of ResCens 

OBS-#301 

Crew (301_1), Supplies- F&B (301_2), 
Commissary/Mgmt.- F&B (301_3), Support (301_4) 

S23I.4 
NTS 

120 

Top 5 Functions hy Expenditures (Dollars, Mil., FY07) 

Function 

OBS Dining & Snack 
Commissarv 
OBS Sleeping Car 
OBS Coach Service 
OBS Management & Supervision. 

Code Number 

1321 
1311 
1331 
\}4\ 
1301 

Top 3 .Allocation Statistics by Expenditures (Doi 

Statistic 

Dminj! Car Revenue 
Dining Labor Hours 
Onboard Labor Hours 

Code 

DRV 
DLII 
OLH 

Expenditures 

$137.1 
S25.2 
S23.I 
S2I.6 
SI 0.8 

Percent of 
Familv 
59.2%. 
10.9% 
9.9% 
9.3% 
4.7% 

ars. Mil., FY07) 

Expenditures 

$145.7 
S25.I 
S23.I 

Percent of 
Family 

63.0% 
10.9% 
lO.O'̂ i. , 

7.3.2 T&E Subfamily 

Family: 
Subfamilv: 

Ops - Transportation 
T&E-#302 

#300 

Scope 
.I.s 

The T&E Family"' covers the direct labor and indirect labor-related costs of operating trains. 
Engincmen are the engineers who operate locomotives, while trainmen are the conductors who 
arc in overall control of trains. Together, they arc referred to as the road crew. T&E are 
attached to one of 59 crew bases. A crew base is a road crew's geographic base of operations 
and may consist of multiple ResCcns broken down by craft or roule. Crew bases are where T&E 
sign in. obtain their manifests, receive briefings and perfomi adminisirative tasks. Amlrak T&E 
crews work on both Amtrak irains and commuter trains operated by Amtrak and their costs arc 
assigned or allocated to both to Amtrak core passenger rail business and its commuter operalions 
business. The T&E Subfamily consisls of two Subcategories: Crew and Support. The Crew 
Subcategory consists of road crews and their inimediate supervisors, whereas the Support 
Subcategory consisls of management and supervisory costs. 

Subfamily expenditures (Ibr both Subcategories) for FY07 were S272.3 million and account Ibr 
6.6 percent of Amtrak's total expenses. 

"'• The terms "irainman'" and "engincinan" arc used in a geiidcr-neiilral manner lo apply to both men and women 
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Cost Al location Me thod 

Most ofthe costs Ibr this Subfamily are direct labor costs for lhe T&E road crews and are 
assigned directly to Amlrak trains through Amtrak's crew payroll management systcin (paperless 
time ticket or PTT). Every trainman and engineman has a "job symbol." a unique number that 
identifies the trains, scheduled hours, and pay rate associated with that employee and his 
position. When a trainman or engineman signs into the PTT system, his or her time is 
automatically assigned lo one or more train that day (Amtrak, commuter, or Reimbursable 
business-related trains) based on the schedule. 

Indirecl costs in this Subfamily are also labor-related. Indirect costs include items such as 
cxtraboard guarantee, benefits, crew meals, crew lodging, crew iransportalion, vacation, 
holidays, other wages, and overhead nianagement and support. These indirecl costs arc allocated 
by the level of crew activity for each train. Cost allocations are at the ResCen level with the 
allocation statistics depending on the Function used. Al l T&E costs that arc not directly assigned 
to Irains. arc allocated lo Irains based on lotal Trainmen and Engincmen labor hours (TEH) or. 
where appropriate and feasible, craft-specific labor hours, such as Function 1643 (Qualifying 
Trainmen) costs arc allocated using Trainmen labor hours (TLH). Costs arc assigned or 
allocated lo the trains that are served by the T&E attached to a particular ResCen. 

Summary 

Table 7-15 is an overview ofthe cosl allocation method for the T&E Subfamily. Greater dclail 
on the cost allocation method for the two Subcategories within this Subfamily can be found in 
Appendix A. 

Tab le 7-15: T&E S ub fam ily Overview 

Subfamily 

Subcategories 

FY 2007 Expenditures (Mil.) 

Business Types To Which Cosls Arc 
.Allocated 
Number of ResCens 

T&E-#302 

Crew (302_1), Support (302_2) 

$272.3 

NTS. COP 

167 

Top 5 Functions by Expenditures (Dollars, Mil., FY07) 

Function 

Passenger Train Trainmen 
Passenger Train Engincmen 
T&E Overhead 
Transportation Mgmt & Supervision 
Train Ops-Spec Project 

Code Number 

1635 
1633 
1617 
1601 
1689 

Expenditures 

SI 10.3 
S79.I 
S39.4 
SIO.I 
S7.3I 

Percent of 
Family 
40.5"/„ 
29.0% 
14.5% 
3.7% 
2.7% 

Top 3 .Allocation Statistics by Expenditures (Dollars, .Mil., FY07) 

Statistic Code Expenditures 
Percent of 

Family 

10.̂  
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Subfamily 

Subcategories 

Trainmen Labor 1 lours 
Fniiinemen Labor Hours 
Trainmen & Engincmen Hours 

T&E-#302 

Crew (302_1), Support (302_2) 

TLII 
ELH 
TEH 

$115.0 
S86.3 
S70.9 

42.3% 
31.7% 
26.l"/o 

7.3.3 Yard Subfami ly 

Family: 
Subfamilv: 

Ops-Transportation-#300 
Yard-#303 

Scope 

The Yard Subfamily perfomis activities that support the movement of train equipment in 
preparation for revenue service. This includes the movement of trains belween the yard and 
station, the makeup and breakup of trains, the niovement of equipment to and from mechanical 
facilities, and the managerial cosls related to scheduling the equipment moves and overseeing 
yard operations. The Yard Subfamily consists of Ibur subcategories, each composed of groups 
of ResCens with similar missions and activities. While all ofthe Subcategories perforin general 
operations and activities that properly fall in the Yard Subfamily, the Subcategories provide a 
finer level of detail f'or reporting and allocation purposes. The four subcategories arc: 

Train & Equipment: the general case of yard RcsCens that perform train makeup and 
breakup in support of transportation operations. 
Equipment Moves: yards that focus primarily on equipment moves in support of mechanical 
operations in addition lo general yard operations. 
Yard Direct: yard ResCens that exclusively support Commuter operations, and 
Terminal Rent,'Yard Services: ResCens incur costs paid by Aintrak for yard .services 
pcrfomicd by outside agencies or railroads. 

Subfamily expenditures for FY07 were S55.9 million and account for 1.3 perceni of Amtrak's 
total expenses. 

Cost Al locat ion M e t h o d 

Al l ofthe costs in this Subfamily are labor-related, bul unlike T&E road crews, yard crew labor 
charges are never directly assigned to specific trains. Equipment niovements var>' daily 
depending on service changes, mechanical failures, and scheduled maintenance. While most of 
the costs are allocated to Amtrak trains, several yard Re.sCens are dedicated lo an individual 
commuter operation and their costs are assigned directly lo the appropriate customer. Some yard 
RcsCens service commuter equipment in addition lo Amlrak irains, in which ease the Activity 
Group for such ResCens includes both types of customers. Al l costs are allocated at the RcsCen 
level to an Activity Group parlicular to the individual localion. 

TUT is the primary allocation statistic in this Subfamily. In a typical yard ResCen, such as in the 
Train & Equipmeni Moves Subcategory, costs are allocated by TUT because irains with more 
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cars, more locomotives, and more varied types of equipment, ceteris paribus, require more crew 
lime for train makeup and breakup and also are more likely to have mechanical failures. Yards 
in the Equipment Moves Subcategory require an unusually high level of mechanical support and 
use an ACK Ratio to split and allocate cosls, using both the standard TUT statistic and the MDC 
stati.stic to reflect the relatively higher level of maintenance-caused aclivily. MDC is employed 
because it is consistent wilh the method for allocating support in the mechanical Family; the 
MDC statistic is a measure ofthe share of direcl mechanical expenses incurred by a particular 
train at a mechanical RcsCen relative lo lotal direcl mechanical cosls at that RcsCen. An ACK 
Ratio is used at yard ResCcns in Chicago and New York. The Yard Direct Subcategory includes 
RcsCens whose costs are allocated exclusively to outside commuter agencies, and the Terminal 
Rent/Yard Ser\ ices Subcategory includes ResCcns whose costs consist largely of temiinal rent 
yard support provided by outside agencies/railroads. 

The Yard Subfamily is unique in that the allocation methodology differs depending on the 
RcsCen at issue. Subcategories are used not only to break out different lypes of costs (as in 
some other Subfamilies), but, in this case, to define a distinct allocation method. The Subfamily 
structure was initially created to implement consistent allocation methods across similar 
RcsCens. However, in the case ofthe Chicago and New York yards, rather lhan move these 
ResCens with their unique allocation mles into a new Subfamily, they were kept in the Yard 
Subfamily but placed in the Equipment Moves Subcategory. 

Summary 

Table 7-16 is an overview ofthe cost allocation method Ibr the Yard Subfamilv. 
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Table 7-16: Yard Subfamilv Overview 

Subfamily 

Subcategories 

FY 2007 Expenditures (Mil.) 

Business Types To Which Costs .Are 
.Allocated 
Number of RcsCens 

Yard - #303 

Yard Direct (303_1), Train & Equipment Moves 
(303_2), Equipment Moves (303_3), Terminal 
Rent/Yard Services (303_4) 

.S55.9 

NTS. CIA, COP 

29 

Top 5 Functions by Expenditures (Dollars, 

Function 

Yard Trainmen Operations 
Yard Engine Crew Operations. 
T&E Overhead 
Joint Terminal Facility 
Yardmaslcrs and Clerks 

Code Number 

1623 
1622 
1617 
1651 
1621 

Vlil., FY07) 

Expenditures 

SI9.2 
$16.6 
$4.8 
$4.7 
S3.I 

Percent of 
Famil\ 
34.3% 
29.6% 
8.6"'(, 
8.5% 
5.6% 

Top 3 Allocation Statistics by Expenditures (Dollars. Mil., FY07) 

Statistic 

Total Unit Trips 
Total Unit Trips 
Mechanical Direct Cosl 

Code 

TUT 
TUT 
MDC 

Expenditures 

S45.3 
SI 0.6 

Percent of 
Family 

81.0% 
19.0% 

7.3.4 Fuel Subfamily 

Family: 
Subfamilv: 

Ops - Transportation - #300 
Fuel - #304 

Scope 

The Fuel Subfamily records diesel fuel costs for Amlrak trains used in passenger service and I'or 
certain commuters. Costs incurred at ResCcns in this Subfamily arc the cosls of fuel only; no 
labor or olher costs arc recorded in the Subfamily. Some diesel fuel-related costs are nol coded 
in FIS lo the RcsCens in this Subfamily. For example, costs for diesel fuel purchased from other 
railroads used lo fuel Aintrak trains arc recorded in the Ops-Transportation: Train Movement-
Host RR Subfamily, while costs associated wilh fuel hedging activities arc incurred in 
RC0802—Treasury Mandatory—located in the G&A Corporate Administration Subfamily. 

Subfamily costs Ibr FY07 were SI2I.2 million and account Ibr 2.9 percent of Amlrak's total 
costs. 

Cost Allocation Method 
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Fuel costs are allocaled exclusively by the statistic diesel power usage factor (DPUF) using a 
national allocation. Cosls are allocaled based on train's systemwide DPUF. not ils DPUF 
attributable lo a particular region or ResCen. DPUF is a new calculated statistic that incorporates 
factors such as a train's weight, trip length, trip time. locomotive type, and car types, as well as 
certain irack and terrain characteristics. Fuel costs al coinmuter-specific ResCens are assigned 
direcily to the relevant commuler agencies. Although eosls Ibr diesel fuel purchased from other 
railroads and for fuel hedging activities are recorded in olher Subfamilies, they arc ncverllieless 
allocated using the same method specified fbr this Subfamily. 

The national allocation of fuel to all diesel trains in this methodology replaces Amtrak's ResCen 
allocation method in RPS Ihat combined fixed allocation percentages Ibr short- and long-distance 
trains with an allocation by the gallons consumed (GLC) statistic. The previous allocation 
resulted in inaccurate results if trains fueled at multiple ResCens—an operating practice that 
ofien occurred. The national allocation removes this inaccuracy by creating a single activity 
group and aLso u.ses an improved allocation statistic. 

Summary 

Table 7-17 is an overview ofthe cost allocation method for the Fuel Subfamily. 

Table 7-17: Fuel Subfamilv Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (MIL) 
Business Types To Which Costs Are 
.Allocated 
Number of ResCens 

Fuel-#304 

Fuel - General (304_0) 

SI2I.2 
NTS, COP 

45 

Top 5 Functions by Expenditures (Dollars, Mil., FY07) 

Function 

Train Operalions 

Code Number 

1631 
Top 3 .Allocation Statistics by Expenditures (Doi 

Statistic 

Diesel Power Usajje Factor 

Code 

DPUF 

Expenditures 

SI 19.0 

Percent of 
Familv 
98.2% 

ars. Mil., FY07) 

Expenditures 

SI2I 2 

Percent of 
Famil\ 
100% 

7.3.5 Transportation - Multiple Subfamily 

Family: 
Subfamilv: 

Ops-Transportation- #300 
Transportation-Multiple- #305 

Scope 

RcsCens in the Transportation-Multiple Subfamily perfonn various Ops-Transportation activities 
using FIS Functions that are typically used in other Subfamilies. The ResCens in this Subfamily 
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performs two or morc main activities lo a degree that precludes their inclusion in a single 
Subfamily. The types ofactivities performed at these ResCcns include Functions that would 
otherwise be located in the T&E, OBS, Transportation Support. Stalion Operations, and Yard 
Subfamilies. 

Subfamily expcndilures for FY07 were S35.0 million and account for 0.8 percent of Amlrak's 
lotal expenses. 

Cost Allocation Method 

Cosl allocations for ResCcns in this Subfamily arc performed at the ResCen and Function levels 
and in some cases al the Account level. There is no primary allocation stalislie fbr this 
Subfamily; the statistic used for each allocation is dependent on the Function and Account 
information coded to the expense record. Statistics used in this Subfamily include, but are nol 
limited to. TEH. OLH, crew hours (CRH), TUT. and TBD. The Subfamily .serves bolh Aintrak 
and commuter trains, but specific customers and Activity Groups will be determined al each 
individual ResCen. 

In other Subfamilies, expenses as.sociated with the same activity or Function are allocated using 
the same or similar slalislics and other expenses not typically associated with the main Subfamily 
activity are allocated using a "miscellaneous" rule. In the Transportation-Multiple Subfamily 
however, the diversity of expenses within individual ResCcns requires a finer level of allocation. 
For instance, ResCen 2834 (Asst Supt Passenger Svc NW Dist) performs both OBS activities as 
well as Station operations activities. OBS-related activity accounted f'or nearly 70 perceni of 
expenses, while Slalions-relatcd activity accounted f'or the remaining 30 percent. 

Table 7-18 summarizes expenses Ibr MOE-Multiple RcsCen 2834-As.st Supt Passenger Svc NW 
Dist 

Table 7-18: ResCen 2834-,\sst Supt Passenger Svc NW Dist 

Related 
Subfamily 

OBS 
Stations 

FY07 
Expenses 

S567.956 
S249.880 

Share 

69.4% 
30.6% 

Allocation 
Statistic 

OLH 
TBD 

In their respeciive families, OBS Function expenses are allocaled by OBS crew hours (CRH), 
while Stations Function expenses are allocaled by TBD. If this ResCcn had been assigned lo the 
OBS Subfamily, the remaining 30 percent in Stations-related expenses would have been 
allocated by the statistic for the OBS miscellaneous rule, in this case OLH. Using a more 
detailed allocation method within the Transportation-Multiple Subfamily allows for a more 
accurate allocation of costs where ResCens perform multiple activities. 
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Summary 

Table 7-19 is an overview of lhe cosl allocation method f'or the Transportation-Multiple 
Subfamily. 

Table 7-19: Transportation-Multiple Subfamily Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (.Mil.) 

Business Types To Which Costs Are 
Allocated 
Number of ResCens 

Transportation-Multiple - #305 

Transportation-Multiple - General (305_0) 

$35.0 

NTS, CIA. COP 

9 

Top 5 Functions hy Expenditures (Dollars, Mil., FY07) 

Function 

Passenger Train Trainmen 
Passenger Train Engincmen 
OBS Management & Supervisors 
Trans. Management & Supervisors 
T&E Overhead 

Code Numher 

1635 
1633 
1301 
1601 
1617 

Expenditures 

S7.7 
S5.0 
S4.4 
$3.4 
$2.2 

Percent of 
Family 
22.2% 
14.3% 
12.6% 
9.8" 0 

6.4% 
Top 3 Allocation Statistics by Expenditures (Dollars, Mil., FY07) 

Statistic 

Trainmen Labor Hours 
Enginemen Labor 1 lours 
Onboard Labor Hours 

Code 

TLH 
ELH 
OLH 

Expenditures 

$8.0 
S5.3 
S4.7 

Percent of 
Familv 

22.8% 
15.1% 
13.4% 

7.3.6 Train Movement Subfamily 

Family: 
Subfamilv: 

Ops-Transportation - #300 
Train .Movement - #306 

Scope 

The Train Movement Subfamily perfomis activities associated wilh moving passengers from 
endpoint to endpoint. This includes managing train dispatching, signal or interlocking 
operations, and connecting bus service. The Subfamily includes the Centralized Electrified 
Traffic Conlrol Center (CETC) offices. Consolidated National Operalions Center (CNOC), block 
operators at various locations, and staff responsible for setting and enforcing operating rules and 
standards. 

Subfamily expenditures for FY07 were $69.2 million and account for 1.7 percent of Amtrak's 
lolal expenses. 
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Cost Al locat ion M e t h o d 

Cost allocations arc at the ResCcn level to the appropriate Aintrak irains, freight, and commuter 
custoniers. The primary allocation statistic Ibr the Subfamily is FTT. allocating train movement 
expenses lo trains based on the number of trips made on the network. This Subfamily uses a city 
pair Stat Qualifier to allocate ResCcn expenses lo trains operating over parlicular poriions ofthe 
Amlrak network. Using a city pair Stat Qualifier allows RcsCcn expenses to be allocated to all 
Irains that travel over a specific area (set of cily pairs) without the need for Activity Groups, 
which would need to be periodically updated. .As FTT is automatically available from OMS at 
the city pair level, the Stat Qualifier wil l automatically allocate costs lo all trains that travel over 
a specified segment. Once the city pairs Ibr a ResCen are defined, the particular Irains. receiving 
a share of cosls. change dynamically depending on aclual monthly operations. 

Summary 

Table 7-20 is an overview ofthe cost allocation method Ibr the Train Movement Subfamily. 

Tabic 7-20: Train Movemenl Subfamilv Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 

Business Types To Which Costs .Are 
Allocated 
Number of ResCens 

Train Movement - #306 

Train Movement - General (306_0) 

S69.2 

NTS, CIA, COP. Freight 

35 

Top 5 Functions by Expenditures (Dollars, Mil., FY07) 

Callrans Bus Services 
Train Dispalehing 
Signal & Interlocker Operation 
Transportation Managemeni & Supervision 
Oualifving Block & Tower 

Top 3 .Allocation Statistics 

Statistic 

Frequency 
Total Unil Trips 
Baggage Unils Demanded 

Code Number 

1648 
1632 
\6M 
1601 
1637 

hy Expenditures (Doi 

Code 

FTT 
TUT 
BGU 

Expenditures 

$21.4 
$13.9 
$11.8 
S9.7 
SI.9 

Percent of 
Familv 
30.9% 
20.l"'« 
I7.r''« 
14.0% 
2 7% 

ars. Mil., FY07) 

Expenditures 

S6S.4 
S0.5 
S0.2 

Percent of 
Familv 
98.8% 
0.7% 
0.3"'» 

7.3.7 Train Movement-Host RR Subfamily 

Family: 
Subfamily: 

Ops - Transportation - #300 
Train Movement - Host RR - #307 
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Scope 

The Train .Movement-Host RR Subfamily captures the cosls incurred by Amtrak for services 
provided by the freighi railroads, including infraslruclure access, renting or leasing freight 
locomotives, purchased fuel, repairs to Amtrak rolling slock, dispatching and signal services, and 
station costs. .Also included are incentive payments to host railroads Ibr adherence to scheduled 
departure and arrival times. 

Subfamily expenditures for FY07 were $91.9 million and account for 2.2 percent of Amlrak's 
total expenses. 

Cost Al locat ion Me thod 

Cost allocations arc at the RcsCen level to the appropriate Aintrak irains and eommuter 
customers. The primary statistic for the Subfamily is lolal train miles (TTM). allocating host 
railroad costs to trains or commuter customers based on their share of train miles traveled over a 
railroad's territory. This Subfamily uses a railroad-lype Slat Qualifier to allocate ResCen 
expenses to trains operating over specified portions ofeach host railroad's network. A railroad 
Stat Qualifier is the combination of cily pairs that make up the geographic area ofeach host 
railroad. TTM is available at the cily pair level and an individual train's proportion of all train 
activity over that city pair can be determined. This information is then used to allocate costs lo a 
set of trains for each RcsCcn associated with ihat city pair. 

Using a railroad Slat Qualifier allows Ibr the allocation of RcsCcn expenses to all irains or 
commuter custoniers that travel over a hosl railroad's network wilhout the need for Activity 
groups, which would need to be periodically updated. As TTM is automatically available from 
OMS at the city pair level, the Stat Qualifier automatically allocates cosl to all trains that travel 
over a specified segment. Once a set of city pairs is defined Ibr a RcsCen, the particular Irains, 
receiving a share of cost, change dynamically depending on actual monthly operations. 

Table 7-21 is an overview ofthe cost allocation method for the Train Movement-Host RR 
Subfamily. 

Table 7-21: Train Movement-Host RR Subfamilv Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 

Business Types To Which Costs .Are 
Allocated 
Number of ResCens 

Train Movement - Host RR - #307 

Train Movement - Host RR - General (307_0) 

S9I.9 

NTS. COP 

28 

Top 5 Functions by Expenditures (Dollars, Mil., FY07) 

Function 

Railroad Track & Roadway 
Railroad Incentives & Avoidable Cosl 

Code Number 

1711 
1691 

Expenditures 

$37.8 
$16.5 

Percent of 
Familv 
41.2% 
l7.9"/» 
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Subfamily 

Subcategory 

Transportation Operations Railroad 
Train Operations 
R.R. Unallocated 

Top 3 .Allocation Statistics 

Statistic 

Total Train Miles 
Total Boards and Deboards 
fotal Locomotive Unit Miles 

Train Movement - Host RR - #307 

Train Movement - Host RR - General (307_0) 

1641 
1631 
1161 

$16.0 
SI 2.9 
$5.6 

17.4% 
14.1% 
6 1".;. 

by Expenditures (Doi ars. Mil., FY07) 

Code 

TTM 
TBD 
TLM 

Expenditures 

S89.6 
Sl.l 
$0.7 

Percent of 
Famih 

97.6"/., 
1.3% 
0.8% 

7.3.8 Transportation Support Subfamily 

Family: 
Subfamilv: 

Ops -Transportation - #300 
1'ransportation Support - #308 

Scope 

The Transportation Support Subfamily performs supervision and support for the operation of 
passenger train service. The Subfamily includes the costs of general and a.ssistant 
superintendents, railroad foremen, assistant foremen, and other transportation-related activities. 
ResCens in the Transportation Support Subfamily support other Ops-Transportation ResCens 
that directly perform transporiation services. 

Subfamily expenditures for FY07 were S80.7 million and account fbr 1.9 percent of Amtrak's 
lotal expenses. 

Cost Allocation Method 

Cost allocations are at the ResCen level to the appropriate Amtrak trains, freight, or commuter 
customers. The primary allocation statistic is TUT. allocating costs to irains or other cu.stomers 
based on their share of unils traveling over the network. This Subfamily supports train activity, 
but does nol provide direct train operalions. For this reason, the Subfamily uses a RcsCen group 
Stat Qualifier to allocate costs. A ResCen group Stat Qualifier allocates expenses from a 
Transportation Support ResCcn lo trains that are directly serviced at ResCcns that are supported 
by that Transportation Support RcsCen. The Slat Qualifier dynamically creates a pool of Irains 
that are indirectly supported by lhe Transportation Support RcsCen and allocates costs based on 
a particular train's share of TUT. 

As in other Subfamilies, the statistic Total Passenger .Miles (TPM) is used to allocate passenger 
inconvenience costs, bul directly coding such cosls lo the appropriate Irains is the preferred 
method and the future Amlrak goal. 
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Summary 

Table 7-22 is an overview oflhe cost allocation method Ibr the Transportalion Support 
Subfamilv. 

Table 7-22: Transportalion Support Subfamily Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil .) 

Business Types To Which Costs .Are 
.Allocated 
Number of ResCens 

Transportation Support - #308 

Transportation Support - General (308_0) 

S80.7 

NTS. CIA, COP. Freight 

104 

Top 5 Functions hy Expenditures (Dollars, Mi l . , FY07) 

Function 

Transportalion Management & Supervision 
Division A\dministrativc 
Corporate Service Centers 
Road Land & Other WIP 
Corporate Administralion 

Code Number 

1601 
1002 
1121 
1123 
1291 

Expenditures 

.S40.6 
$10.1 
$3.8 
$2.6 
SI.8 

Percent of 
Familv 
50.3% 
12.5% 
4.7%, 
4.5';';, 
3.8% 

Top 3 Allocation Statistics by Expenditures (Dollars, .Vlil., FY07) 

Statistic 

Total Unil Trips 
Passenger Total Miles 
Direct (Unallocated) 

Code 

TUT 
TPM 
NON 

Expenditures 

S78.5 
SI.8 
$3.6 

Percent of 
Familv 
93.4% 
2.2%, 
4.5% 

7.3.9 Power-Electric Traction Subfamily 

Family: 
Subfamilv: 

Ops-Transportation - #300 
Power-Electric Traction - #309 

Scope 

The Povver-Electric Traction Subfamily captures the direct cosl of powering electrified train 
service on the NEC and the Keystone route. The corridor is divided into northem and southern 
segments (north and soulh of New York City, respectively) with Aintrak purchasing power from 
10 vendors on the entire corridor, as well as from commuter agency Metro North Ibr the portion 
ofthe NEC between New Rochelle, NY, and New Haven, CT. In addition lo purchasing electric 
power. Amlrak is reimbursed through agreemenls by commuter rail agencies Ibr their power 
consumption on the soulhern segment, though this is treated as a revenue transaction. 

Subfamily expenditures for FY07 were $100.2 million and account Ibr 2.4 percent of Amtrak's 
lotal expenses. 
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Cost Al location Me thod 

Cost allocations arc al the ResCcn level lo all irains traveling over the segment served by each 
ResCen. As the three ResCcns in this Subfamily each serve a particular area, the allocation is 
regionally-based. Cosls at RcsCen 0738 (Northend Propulsion) are allocated lo irains on the 
northern segment ofthe NEC (except for the 56 miles of Metro Norlh-owned track belween New 
Rochelle, NY. and New Haven, CT) using the statistic Electric Power Usage Factor (EPUF). 
EPUF estimates power consumed by a train based on distance, car weight, and "hotel" power for 
onboard services. A stalion pair Slat Qualifier called "[{Icctric North" is used to allocate cosls 
only to those trains that travel on the individual segments specified by the Stat Qualifier. 

Costs as RcsCen 0739 (Southend Propulsion) are allocated to irains on the soulhem segment of 
the NEC. including the Keystone Corridor, by EPUF using an ACK Ratio in combination with a 
stalion pair Stat Qualifier. Four commuler agencies operate electric train service on the soulhem 
segment, but the limited operational data thai Ihey provide to Amlrak does not allow for their 
allocation by EPUF. A study by SYSTRA Consulting, Inc. simulated electric power usage by 
NEC users and a Customer Electric Percentage (CEP) for each was estimated from this data. 
These percentages arc used as the factors in an ACK Ratio that splits RcsCen 0739 costs among 
Amtrak and the other southern segment commuter operators. Amtrak's share of cosls, 49 
perceni, is then allocated lo Amtrak trains using EPUF, stal qualified at the station pair level. A 
station pair Stat Qualifier called "Electric Soulh" is used to allocate cosls to only those irains that 
travel on the individual segments specified by the Stat Qualifier. For the percentage assigned to 
each commuter agency, lhe costs arc allocated by the NON statistic. The NON statistic does not 
apportion costs among multiple trains or customers, but directly assigns previously designated 
cosls (in this case designated by the CEP using the ACK ratio) to a single customer. Table 7-23 
summarizes CEP by user. 

Table 7-23: Southend Customer Electric Percentages (CEP)byUser 

Amtrak 

0.490 

MARC 

0.040 

NJT 

0.360 

SEPTA 

0.105 

DelDOT 

0.005 

Costs al ResCen 0740 (Power Purchased from RR) consisls of power expenses paid to Metro 
North incurred for the Amtrak trains using its 56 miles of track belween New Rochelle. NY. and 
New Haven. CT. Amlrak is billed Ibr these cosls based on each train's Tolal Unit Miles (TUM) 
and f'or consistency purposes these expenses are allocated to ils trains in the same manner. .A 
"MetroNorlh" station pair Stal Qualifier is used to calculate eaeh Amtrak train's TUM within the 
56 mile Metro North segment. 

Some expenditures at ResCen 0739 are recorded with Aecouni 510419 (Electricity Hedge 
Settlement) and are allocated to specific Amlrak passenger trains by EPUF with the Stat 
Qualifier "AmlrakElectric," which incorporates Amtrak's entire electrified network. 
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Because the SYSTRA study calculated CEP using service level estimates al a point in time, the 
ACK Ratios used to allocate cosls in this Subfamily wi l l need to be updated as new estimates are 
made or as commuter agencies adjust service levels. 

Summary 

Table 7-24 is an overview ofthe cost allocation method Ibr the Power-Electric Traction 
Subfamily. 

Table 7-24: Power-Elecirie Traction Subfamily Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (.Mil.) 

Business Types To Which Costs .Are 
.Allocated 
Number of ResCens 

Power- Electric Traction - #309 

Power- Electric Traction - General (309_0) 

$100.2 

NTS. CIA 

3 

Top 2 Functions by Expenditures (Dollars, Mil., FY07) 

Function 

Train Operations 
Road Land & Other WIP 

Code Number 

1631 
3501 

Top 3 .Allocation Statistics by Expenditures (Doll 

Statistic 

Electric Power Usage Factor 
Total Unit Miles 
Direcl (Unallocated) 

Code 

EPUF 
TUM 
NON 

Expenditures 

$98.2 
S1.9 

Percent of 
Family 
98.0";, 
2.t)% 

ars. Mil., FY07) 

Expenditures 

$90.7 
S7.5 
S2.0 

Percent of 
Family 

90.6% 
7.5& 
2.0''.'o 

7.4 Sales and Marketing Family 

7.4.1 Sales Subfamily 

Family: 
Subfamilv: 

Sales & Marketing - #400 
Sales-#401 

Scope 

The Sales Subfamily is responsible for such activities as field sales, sales administration, travel 
agent services, and commercial account services and includes expenditures for travel agency 
commissions, credit card commissions, and airline system access fees. 

Subfamily expenditures for FY07 were S23.9 million and account Ibr 0.6 percent of Amtrak's 
lolal expenses. 
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Cost Allocation Method 

Cost allocations arc at the ResCen level using Function and Account information to spread Sales 
Subfamily expenditures to all Aintrak trains. As Sales activities and expenditures are driven by 
the number of tickets sold for a service, most costs arc allocaled to all Amlrak trains based in 
proportion to their share of lotal riders (TRD). Wilhin Function 1201 Sales. Account data is used 
to separate those expenditures related to travel agent commissions and airline rcscn-ation system 
access expenditures. These expenditures are allocated by travel agent sales (TAS), a manual 
statistic available from the Train and Earnings System that calculates the level of sales by outside 
travel agents. 

Summary 

Table 7-25 is an overview ofthe cost allocation method fbr the Sales Subfamily. 

Table 7-25: Sales Subfamilv Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 
Business Types To Which Costs .Arc 
.Allocated 
Number of ResCens 

Sales - #401 

Sales - General (401_0) 

S23.9 
NTS 

7 

Top 4 Function by Expenditures (Dollars, Mil., FY07) 

Function 

Sales 
Marketing Admin 
Corporate Service Centers 
Markeling Support 

Code Numher 

1201 
1210 
1121 
1225 

Top 2 .Allocation Statistics by Expenditures (Doi 

Statistic 

Toial Riders 
Travel Agent Sales 
Direct (Unallocated) 

Code 

TRD 
TAS 

NON 

Expenditure 

$12.7 
SI.O 
S0.9 
S0.6 

Percent of 
Family 
53.1% 
4.4% 
3.8% 
2.1% 

ars. Mil., FY07) 

Expenditure 

S8.6 
S7.I 
S8.2 

Percent of 
Familv 

35.9% 
29.8% 
34.3% 

7.4.2 Information & Reservations Subfamily 

Family: 
Subfamily: 

Sales & Marketing - #400 
Information & Reservations - #402 

Scope 

The Information & Reservations Subfamily provides reservation services to both the general 
public as well as interacting wilh outside travel agency reservations and information service 
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systems. The Subfamily captures the costs of reservation sales call centers (RSCC) as vvell as 
the costs ofthe operaling information systems required Ibr Amlrak reservation services. 

Subfamily expenditures for FY07 were S83.6 million and account for 2.0 percent of Amlrak's 
total expenses. 

Cost Allocation Method 

Cosl allocations are al the ResCen level and costs arc spread to all Amtrak trains. The exclusive 
allocation slalistic Ibr the Information & Reservations Subfamily is usage time (talk time) Ibr 
reservations sales office operations (RSO), which assigns Information & Reservations costs to 
Amlrak routes based on the share of talk lime at RSCCs spent booking reservations for each 
route relative to total talk time. RSO is calculated based on a 3-inonth rolling average talk time 
survey of calls at RSCCs. 

Summary 

Table 7-26 is an overview ofthe cosl allocation method for the Information & Reservations 
Subfamily. 

Table 7-26: Information & Reservations Subfamily Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil .) 

Business Types To Which Costs Are 
.Allocated 
Nuniber of ResCens 

information & Reservations - #402 

Information & Reservations - General (402_0) 

$83.6 

NTS 

8 

Top 5 Functions by Expenditures (Dollars, Mi l . , FY07) 

Function 

Reservations 
Reservations Management Administration 
Corporate Service Centers 
Reservations Special Services 
Tickeiing-CTO and TBM 

Code Number 

1221 
1220 
1121 
1219 
1223 

Expenditures 

S42.0 
S25.4 
$5.4 
$3.5 
S0.6 

Percent of 
Familv 
50.2%, 
30.4% 
6.4"'« 
4.2% 
0.7% 

Top 2 .Allocation Statistics by Expenditures (Dollars, M i l . , FY07) 

Statistic 

RSCC Talk Time 
Direct (Unallocated) 

Code 

RSO 
NON 

Expenditures 

S77 9 

S5.7 

Percent of 
Family 
93.2% 
6.8".1, 

7.4.3 Marketing Subfamily 

Family: 
Subfamilv: 

Sales and Marketing - #400 
Marketing - #403 
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Scope 

The Marketing Subfamily performs markeling and sales support activities for Amlrak's core 
passenger rail business. Activities include markel research, customer relations, general 
advertising, telephone directory advertising, production of timetables, and sales promotions. 
Some marketing efforts are focused on specific Amtrak routes. 

Subfamily expenditures for FY07 were $57.5 million and account for 1.8 percent of Amtrak's 
tolal expenses. 

Cost Allocation Method 

Cost allocations are at the RcsCen level. Some ResCcns in this Subfamily arc systemwide in 
scope and are responsible fbr markeling for all routes, whereas others correspond to broad 
regions or, in some cases, individual routes. In these latter cases, costs are allocated to specific 
routes for ResCens as appropriate lo the specific case. 

.All Function expenditures in this Subfamily are allocated using the passenger rcvenue (PRV) 
statistic. The use of PRV allocates more costs to routes with higher passenger revenues on the 
grounds that more markeling efforts are focused on these services. Although lhe ResCcns in this 
Subfamily vary in their scope, .Amtrak marketing staff confirmed that activities and costs at these 
ResCens arc roughly proportional to route revenues. 

Summary 

Table 7-27 is an overview oflhe cost allocation for the Marketing Subfamily. 

Table 7-27: Marketinii Subfamilv Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (.Mil.) 

Bu.siness Types To Which Costs .Are 
.Allocated 
Number of ResCens 

Marketing-#403 

Marketing - General (403_0) 

$57.5 M 
NTS 

20 

Top 5 Functions by Expenditures (Dollars, 

Function 

Advertising 
Marketing Support 
Markeliny Admin 
Corporate Service Centers 
Sales 

Top2 Allocation Statistics 

Statistic 

Code Numher 

1211 
1225 
1210 
1121 
1201 

by Expenditures (Doll 

Code 

Mil., FY07) 

Expenditure 

$28.1 
$13.8 
$6.3 
$3 5 
$2.2 

Percent of 
Family 
48.9% 
24.0';'., 
10.9"/., 
b.\% 
3.8';'n 

ars. Mil., FY07) 

Expenditure 
Percent of 

Faniil\ 

WX 
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Subfamily 

Subcategory 

Passenger Revenue 
Direcl (Unallocated) 

Marketing-#403 

Marketing - General (403_0) 

PRV 
NON 

$57.4 
S0.2 

99.7"''o 
0.3% 

7.5 Stations Family 

7.5.1 Stations-Route Subfamily 

Family: Stations - #500 
Subfamily: Stations-Route - #501 

Scope 

The Stations-Route Subfamily perforins stalion service activities at station RcsCens dedicated to 
a single roulc. These activities include ticketing, baggage and express services, stationmaster 
and usher activities, station cleaning and maintenance, snow and ice removal, making passenger 
inconvenience payments, and training and supervision of staff 

Subfamily expenditures for FY07 were $34.0 million and account for 0.8 percent of .Amtrak's 
total expenses. 

Cost Allocation Method 

Cost allocations arc at the RcsCen level lo the single Amtrak roulc or commuter agency served 
by thai station. Some expenditures are directly assigned to Reimbursable or Commuter 
customers. Most station operalions costs arc driven by the number of passengers served at that 
station and, as a resull. arc allocated by TBD, a direct statistic maintained in Amtrak's Revenue 
Data Warehouse, which reports passenger counts al specific stations. Olher statistics are used to 
allocate the cosls of specific Funclions lo Irains served by that stalion. For example, cosls related 
lo baggage and express arc allocated to trains by baggage units used (BUU), special train costs 
are allocated by TRD, and passenger inconvenience cosls are allocated by TPM. 

Where Amtrak operates stations for commuter railroad agencies, the expenditures arc coded to 
agency-specific RcsCens, or Reimbursable or Recollcctable Functions dedicated to an individual 
commuter agency. In bolh cases, these expenditures are allocated by NON . The NON statistic 
does nol apportion costs among multiple cuslomers, but assigns all expenditures lo a single 
customer identified I'or that Function or RcsCcn. 

At stations wilh commercial activity, two percent of expenditures coded lo Functions 1241. 
1271. 1281, and 1285 is allocated to Amtrak's Commercial business to account for station cosls 
related to operating this business. Although no passenger statistics exist for Amtrak's 
commercial business, the two-percent figure was selected because commercial activity at a 
slalion does increase the costs of operaling a station and, therefore, a method was necessary to 
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account for these costs. Amlrak will conduct a sludy lo relate commercial activity to slalion 
cosls and adjust the method accordingly. 

As in other subfamilies, TPM is used to allocate passenger inconvenience costs, bul directly 
coding these costs to the appropriate .Amtrak train is a future goal. 

Summary 

Table 7-28 is an overview oflhe cost allocation for the Stations-Route Subfamilv. 

Table 7-28: Stations-Roule Subfamilv Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 

Business Types To Which Costs Are 
.Allocated 
Number of RcsCens 

Stations-Route - #501 

Stations-Route - General (501_0) 

S34.0 

NTS. CIA, COP. Commercial 
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Top 5 Functions by Expenditures (Dollars, 

Function 

Station Services - Ticketing 
Station Services - Station Operalions 
Station Services - Bldg. Maintenanec 
Station Services - Baggage'Express 
S.AP Payroll .Adjuslmenls 

Top 3 .Allocation Statistics 

Statistic 

Total Boards and Deboards 
Baggage Units Used 
Tolal Passenger Miles 

Code Number 

1231 
1271 
1281 
1261 
1234 

by Expenditures (Doi 

Code 

TBD 
BGU 
TPM 

Mil., FY07) 

Expenditure 

$24.9 
S3.2 
S2.3 
Sl.l 
Sl.l 

Percent of 
Family 
73.2'K, 
9.5"/o 
6.8';''o 
3.4% 
3.1% 

ars. Mil., FY07) 

Expenditure 

S32.5 
Sl.l 
SO.I 

Percent of 
Familv 

95.5';i, 
3.4';''o 
0.3"/., 

7.5.2 Stations-Shared Subfamily 

Family: 
Subfamilv: 

Stations - #500 
Stations-Shared - #502 

Scope 

The Stations-Shared Subfamily perfomis slalion service activities at stations ResCcns serving 
multiple routes. These activities include ticketing, operating firsl class lounges. Red Cap and 
porter .services, baggage and express services stationmaster and usher activities, slalion cleaning 
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and maintenance, snow and ice removal, making passenger inconvenience payments, and 
training and supervision of stalT. 

Subfamily expenditures for FY07 were $155.7 million and account Ibr 3.7 percent of Amlrak's 
total expenses. 

Cost Allocation Method 

Cost allocations arc at the ResCen level to the Amtrak trains or commuter agencies sened by 
that station. Some expenditures are directly assigned to Reimbursable and Commercial 
customers. Mosl slalion operalions eosls are driven by the nuniber of passengers served al that 
stalion and. as a result, are allocaled by TBD, a direcl statistic maintained in Amtrak's Revenue 
Data Warehouse thai reports the passenger counts at specific stations, liowever, at those shared 
stations also used by outside commuter agencies, most stalion operalions cosls arc allocated 
using Passenger Unil Trips (PUT) because the TBD statistic is unavailable Ibr commuter 
activity. In such cases, PUT for Amtrak Irains will be calculated automatically within APT using 
a city pair Stat Qualifier, while PUT Ibr commuters will be calculated by Amtrak Contraci .Audit 
and Financial Controls group. 

While most Stations-Shared costs arc allocaled using TBD and PUT, olher slalislics are used to 
allocate the costs of some specific Functions. Red Cap and porter costs, which are driven by 
activity on long-distance routes and not corridor (commuter type) services, are allocated by Trip-
length Weighted Tolal Boards and Deboards (WBD). This statistic is calculated by dividing 
Passenger Miles Ibr riders boarding or debarring from a particular station by TRD boarding or 
debarring at that station, creating a trip-length weight which is applied lo TBD at that station. 
Costs to operate firsl class lounges are allocated to Irains based on First Class Riders (FCR). 
Costs related lo baggage and express are allocated to trains by BUU. Special train expenditures 
are allocated by TRD. Passenger inconvenience cosls arc allocated by TPM. 

Where general Reimbursable or Commercial Functions are used in this Subfamily, expenditures 
coded to these Functions are assigned to the appropriate customer by NON. The NON slalistic 
does nol apportion costs among multiple custoniers, bul assigns all expenditures lo a single 
customer identified for that Function or RcsCcn. Where capital Functions arc used by ResCcns 
in lhe Stations-Shared Subfamily, they are nol allocated. Unallocated capital expenses are 
entered into Amtrak's asset ledgers and thereby becoine part ofthe assel base used in calculating 
a capital charge. The capital charge is ihen allocated to the trains and other customers using that 
asset. 

At stations wilh commercial activity, two pereent ofthe cost of Funclions 1241, 1271. 1281. and 
1285 is allocated to Amtrak's Commercial business to account for stalion costs related to 
operating this business. The 2-pcrcent figure was selected because, although no passenger 
statistics exisl Ibr Amtrak's Commercial business, commercial aclivily at a station does increase 
the costs of operating a station, therefore a method was necessary lo account I'or these costs. 
.Amtrak will conduct a study lo relate commercial activity lo station costs and adjust the method 
accordingly. 
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As in other Subfamilies. TPM is used lo allocate passenger inconvenience cosls. but directly 
coding these costs to the appropriate Aintrak train is a future goal. 

Summary 

Table 7-29 is an overview ofthe co.st allocation Ibr the Stations-Shared Subfamily. 

Table 7-29: Slalions-Shared Subfamilv Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 
Business Types To Which Costs Are 
Allocated 
Nuniber of ResCcns 

Stations-Shared-#502 

Stations - Shared - General (502_0) 

$155.6 
NTS. CIA. COP, Commercial 

167 

Top 5 Functions by Expenditures (Dollars, Mil., FY07) 

Function 

Stalion Services-Tiekeling 
Stalion Services Station Operations 
Station Services-Baggage'Express 
Station Services—Managemeni & 
Supervisors 
Station Services- Red Caps & Porters 

Code Number 

1231 
1271 
1261 
1241 

1251 

Expenditure 

$62.2 
$24.9 
SI 8.8 
S9.4 

S8.3 

Percent of 
Family 
39.9';',, 
16.0% 
12.1%, 
6.0% 

5.4% 
Top 3 Allocation Statistics by Expenditures (Dollars, Mil., FY07) 

Statistic 

Total Boards and Deboards or 
Passenger Unil Trips (with Commuter) 
Baggage Unils Used 
Weighted Boards and Deboards 

Code 

TBD 
PUT 
BUU 
WBD 

Expenditure 

$119.3 

SI 8.9 
$8.3 

Percent of 
Familv 

76.7% 

12.1% 
5.4"/o 

7.6 General and Administrative [G&A] Family 

7.6.1 Corporate Administration Subfamily 

General & .Administrative - #600 
Corporate Administration - #601 

Family: 
Subfamily: 

Scope 

The Corporate Administration Subfamily performs managerial and administrative functions that 
arc properly considered corporate-wide in scope. Expenses included in the Corporate 
Administration Subfamily are expenses such as the president's salary, expenses ofthe inspector 
general's office, and similar costs that support the overall mission of Amtrak rather than a subset 
of operations. 
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Subfamily expenditures Ibr FY07 were $224.7 million and account Ibr 5.4 percent of Amtrak's 
lotal expenses. 

Cost Allocation Method 

Cost allocations at the national level lo all Amlrak customers including Aintrak Irains. 
commuler. freight, reimbursable, and commercial customers. For the large majority of expenses 
in this Subfamily, the allocation statistic is lotal activity cost (T.AC), the lotal cosl ofeach "cosl 
object." including all direct co.sts. earlier round cost allocations, as well as the capital charge. 
TAC is available fbr customers of every business type and all customers receive a share of 
Corporaie Administration costs based on their proportion of lolal Amtrak cost as refiected in the 
TAC slalistic. 

Capital Functions are used by these ResCens, bul are not allocated. These Function expenses 
include any capital improvements to extend the life oflhe assets. Unallocated capital expenses 
using these Functions arc entered into Amtrak's assel ledgers and thereby become part ofthe 
asset base used in calculating a capital charge, which is then allocated lo the trains and other 
businesses and customers using that assel. Reimbursable Funclions are used by Ihese ResCcns, 
bul arc nol allocated lo all customers. These Function expenses are assigned lo the appropriate 
Reimbursable customer by NON. The NON statistic does nol apportion cosls among multiple 
eustomers, but rather assigns all cosls to the single customer identified fbr that particular 
Function. 

Certain expenses in ResCen 0802. Treasury Mandatory, require a finer level of detail for 
allocation. These transactions, identified by specified Accounts, arc specific in nature and not 
appropriately allocated to all customers or may be allocated by a morc appropriate slalistic. 
Examples of these Account allocations include credit card commissions, allocated by PRV, or 
fuel hedging expenses, allocated by the DPUF. All other expenses at RC 0802 will be allocated 
similarly to all olher Corporaie Administration expenses. 

Previously, Amtrak's G&A expenses were allocaled only to Amtrak trains, excluding the other 
business line customers and TTE was used as an allocation statistic. TAC is a new statistic 
created lo aggregate all costs fbr a customer, regardless ofbusiness type, to enable a single 
allocation to all custoniers. enterprise-wide. One component of TAC is the new synthetic capital 
charge, which as a replacement for depreciation and interest spreads out Amtrak's '"lumpy" 
capilal expenditures over an asset's life. As capilal is an input to operations, it is included in the 
lolal cost ofa customer and the new capital charge spreads the lumpy expenditure over time. 

Summary 

Table 7-30 is an overview ofthe cost allocation Ibr lhe Corporate Administration Subfamily. 
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Table 7-30: Corporaie .Administration Subfamily Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 

Business Types To Which Costs .Are 
.Allocated 
Number of ResCens 

Corporate Administration - #601 

Corporate Administration - General (601_0) 

S224.7 

NTS. CIA. COP, Freight. Reimbursable. Commercial 

33 

Top 5 Functions by Expenditures (Dollars, Mil., FY07) 

Function 

Corporate Adnunislration 
Sales 
Insurance & Taxes 
Corporate Service Centers 
Finance Charges 

Top 2 Allocation Statistics 1 

Statistic 

Total Activity Cosl 
Direcl (Unallocated) 

Code Number 

1001 
1201 
1181 
1121 
1191 

Expenditures 

$187.2 
S32.0 
S29.8 
SI0.7 
$8.1 

Percent of 
Family 
83.3"/n 
14.2% 
l3.3';'o 
4.8';',, 
3.6"., 

^y Expenditures (Dollars, Mil., FY07) 

Code 

TAC 
NON 

Expenditures 

S223.9 
SO.S 

Percent of 
Familv 
99.6" u 
0.4'; 0 

7.6.2 Centralized Services Subfamily 

Family: 
Subfamilv: 

General & Administrative - #600 
Centralized Services - #602 

Scope 

The Centralized Services Subfamily performs services Ibr olher portions oflhe Aintrak 
enterprise and is properly considered corporate-wide in scope. These services include computer 
services, payroll operations, human resources, and employee services available corporate-wide. 
Centralized Services costs represent services provided lo and benefiting all employees and 
businesses operating under lhe Amtrak corporate umbrella. 

Subfamily expenditures for FY07 were S234.6 million and account for 5.6 perceni of Amtrak's 
total expenses. 

Cost Allocation Method 

Cost allocations are at the national level to all Amlrak including Amtrak irains. Commuter 
Infrastmcture Access, Commuter Operations, Freight, Reimbursable, and Commercial 
customers. The allocation statistic is TAC. the total cost ofeach "cost object." including all 
direct costs, prior-round cost allocations, as well as the capital charge. T.AC is available for 
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customers of every business type and all customers receive a share of Centralized Services costs 
based on their proportion of lolal Amlrak cosl as refiected in the TAC statistic. 

Capital Funclions arc used by these RcsCens, but are not allocated. These Function expenses 
include any capital iniprovemenls lo extend the life ofthe a.ssets. Unallocated capilal expenses 
using these Functions arc entered into Amtrak's asset ledgers and thereby become part oflhe 
assel base used in calculating a capilal charge, which is then allocated to the trains and other 
businesses and customers using that asset. Commuter Functions arc used by these ResCens, bul 
are not allocated to all customers. These Function expenses arc assigned to the appropriate 
Commuter customer by NON. The NON statistic docs nol apportion costs among multiple 
customers, but rather assigns all costs to the single customer identified for that particular 
Funclion. 

Previously, Amtrak's G&A cosls were allocated only lo Amtrak trains, such as excluding the 
other business line customers, and TTE was used as an allocation statistic. TAC is a new 
slalistic created to aggregate all eosls for a customer, regardless ofbusiness type, to enable a 
single allocation to all custoniers. enterprise-wide. One component of TAC is the new synthetic 
capital charge which, as a replacement I'or depreciation and interest, spreads out Amtrak's 
"lumpy" capital expenditures over an asset's life. As capilal is an input to operations, il is 
included in the total cosl ofa customer and the new capilal charge spreads the lumpy 
expenditures over time. 

For reporiing and management reasons, the Centralized Services Subfamily includes several 
subcategories to identify specific costs such as payroll, procurement, and IT. These 
subcategories arc all allocaled in the same manner, i.e.. using TAC. 

Summary 

Table 7-31 is an overview oflhe cost allocation for the Centralized Services Subfamily. 

Table 7-31: Centralized Services Subfamily Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 
Business Types To Which Costs Are 
Allocated 
Number of ResCens 

Centralized Services - #602 

Centralized Services - General (602 0), Finance 
(Payroll) (602_2), Finance (Receivables) (602_3), 
Computer Systems (602_6), Procurement and 
Purchasing (602_7) 

$234.6 
NTS. CIA. COP, Freight, Reimbursable. Commercial 

66 

Top 5 Functions by Expenditures (Dollars, Mil., FY07) 

Function 

Corporate Service Centers 
Road Land & Other WP 
Corporaie .Administration 

Code Number 

1121 
3501 
1001 

Expenditures 

$184.2 
S35.2 
SI 1.3 

Percent of 
Family 
78.5';/o 
15.0% 
4 8';',, 
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Subfamily 

Subcategory 

Project Support -Technology 
Divisional Service Centers 

Centralized Services - #602 

Centralized Services - General (602 0), Finance 
(Payroll) (602_2), Finance (Receivables) (602_3), 
Computer Systems (602 6), Procurement and 
Purchasing (602_7) 

5010 
1122 

S1.13 
S0.6 

0.5%, 
0.2"';, 

Top 2 Allocation Statistics by Expenditures (Dollars, Mil., FY07) 

Statistic 

Total Activity Cosl 
Direct (Unallocated) 

Code 

TAC 
NON 

Expenditures 

SI 99.4 
$35.2 

Percent of 
Familv 
85.0"/;, 
15.0% 

7.6.3 Qualified Managerial & Services Subfamily 

Family: 
Subfamilv: 

General & Administrative - #600 
Qualified .Managerial & Services - #603 

Scope 

The Qualified Managerial & Services Subfamily perforins high-level managerial and supporting 
activities related to a subset of lhe total Aintrak enterprise. Although the RcsCens in this 
Subfamily perform missions similar to the other G&A Subfamilies, because they do not support 
the entire opcralion. they are not considered corporate-wide and their allocation melhod needs to 
reflect this. 

Subfamily expenditures for FY07 were $107.4 million and account f'or 2.6 percent of Amtrak's 
lotal expenses. 

Cost Al locat ion Me thod 

Cost allocations wil l be at the ResCcn level lo the appropriate customers from all business types: 
NTS, CIA. COP, Freight, Reimbursable, and Commercial. The appropriate aclivily group 
containing .some combination, but not all, ofthe customers wi l l be determined individually for 
each ResCen. For lhe large majority of expenses in Ihis Subfamily, the primary allocation 
slalistic wi l l be customer activity expense (CAE), which is the sum of all direcl and allocated 
eosls before this round including the capilal charge. CAE is similar to the TAC bul the TAC 
includes CAE as well as costs allocated in this round by CAE. RcsCens in this Subfamily wil l 
be included in the base for calculating TAC, which is ultimately used to allocate the corporate-
wide G&.A expenses contained in Corporate Administration (601) and Centralized Services 
(602) Subfamilies. 

Capilal Functions are used by these ResCens, bul are not allocated. These Function expenses 
include any capilal improvements to extend the life ofthe assets. Unallocated capilal expenses 
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using these Functions arc entered into Amlrak's asset ledgers and thereby become part of lhe 
asset base used in calculating a capilal charge, which is then allocated lo the Irains and other 
businesses and customers using that asset. Where ResCcns use Functions that are directly 
assigned to a customer, lhe Subfamily wil l use NON. The NON statistic does nol apportion costs 
among multiple customers, but assigns all cosls to the single business identified f'or that 
parlicular Function. 

Certain expenses in this Subfamily require a finer level of detail Ibr allocation. These 
transactions, identified by Account, are specific in nature and not appropriately allocaled to all 
customers or may be allocated by a more appropriate statistic. Examples of these .Account 
allocations include pas.senger insurance claims, allocated by TPM. or diesel fuel taxes, allocated 
by the DPUF. 

Included in the Subfamily is the special case ResCen 0202, Corporate Common. Some oflhe 
expenditures within this ResCcn are corporate-wide whereas others are specific lo a customer 
type. As a result, ResCen 0202 requires an allocation method that uses a finer level ofdata than 
the rest of the Subfamily. Although the ResCcn wil l remain in the /?'603 Subfamily, il wil l be 
allocated by various statistics determined using an individual profile specifying individual 
activity groups f'or specific Function and account level allocations. The expenditures in ResCen 
0202 wil l also be allocated before and be included in the formation ofeach customer's T.AC. 

Summary 

Table 7-32 is an overview ofthe cosl allocation Ibr the Train Movemenl Subfamily. 

Table 7-32: Train Movement Subfamilv Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 

Business Types To Which Costs .Are 
.Allocated 
Number of ResCcns 

Qualified Managerial & Services - #603 

Qualified Managerial & Services - General (603_0) 

SI 07.4 

NTS. CIA, COP. Freight. Reimbursable. Commercial 

48 

Top 5 Functions by Expenditures (Dollars, Mil., FY07) 

Function 

Corporate Adminislralive 
Transfers Reimbursable 
Corporaie Service Centers 
MoE Inventoiy Adjustment 
Division Administrative 

Code Number 

1001 
6889 
1121 
1992 
1002 

Top 3 Allocation Statistics by Expenditures (Doll 

Statistic 

Customer Activity Expense 
Direct (Unallocated) 

Code 

CAE 
NON 

Expenditures 

S9I.6 
SI 8.3 
SI7.3 
SI2.9 
S7.I 

Percent of 
Faniih 
85.3% 
l7.l"/o 
16.1% 
12.0% 
6.2% 

ars. Mil., FY07) 

Expenditures 

SI 11.4 
$0.9 

Percent of 
Family 
104.0% 
O.S'J'i 
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Subfamily 

Subcategory 

Units Used 

Qualified Managerial & Services - #603 

Qualified Managerial & Services - General (603_0) 

UU -$4.9 -4.5';'o 

7.6.4 Direct Customer (Non-NTS) Subfamily 

Family: 
Subfamily: 

General & Administrative - #600 
Direct Customer (Non-NTS) - #604 

Scope 

The Direct Customer (Non-NTS) Subfamily performs functions that support only Commercial or 
Commuter customers such as managing commuter operating contracts, real estate assets, and 
other support to customers outside of Amlrak's train operations. These ResCcns are exclusively 
outside the NTS and have specific non-NTS customers. 

Subfamily expenditures Ibr FY07 were S9.4 million and account Ibr 0.2 percent of .Amtrak's 
tolal expenses. 

Cost Allocation Method 

Cosls are directly assigned to a specific customer as determined individually for each ResCcn. 
The Subfamily will exclusively use NON. The NON statistic does not apportion costs among 
multiple customers, but assigns all costs to the single business identified I'or that parlicular cosl. 

The Direct Customer (Non-NTS) Subfamily is a first round allocation and ils costs comprise part 
ofa customer's CAE and TAC, slatisfics that are used in subsequent G&A allocations. 

Summary 

Table 7-33 is an overview ofthe cost allocation Ibr the Direct Customer (Non-NTS) Subfamily. 

Table 7-33: Direct Customer (Non-NTS) Subfamily Ovcr\icw 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 

Business Types To Which Costs Are 
.Allocated 
Numher of ResCens 

Direct Customer (Non-NTS) - #604 

Direct Customer (Non-NTS) - General (604_0) 

$9.4 

CIA. COP. Commercial 

I I 

Top 5 Functions by Expenditures (Dollars, Mil., FY07) 

Function 

Rcvenue Diversification 
Corporate Service Centers 
Division Administrative 

Code Number 

1009 
1121 
1002 

Expenditures 

S3.3 
$0.6 
$0.4 

Percent of 
Familv 
34.9",b 
5.8';'.i 
3.9% 
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Subfamily 

Subcategory 

Corporaie Administration 
Project Support-Other 

Direct Customer (Non-NTS) - #604 

Direct Customer (Non-NTS) - General (604_0) 

1001 
5015 

S0.3 
$0.2 

3.3"/., 
2.5';';, 

Top Allocation Statistic by Expenditures (Dollars, Mil., FV 07) 

Statistic 

Direct (Unallocated) 

Code 

NON 

Expenditures 

S9.4 

Percent of 
Family 
100% 

7.6.5 Subsidiary Subfamily 

Family: 
Subfamilv: 

General & .Administrative - #600 
Subsidiary - #605 

Scope 

,̂ '̂  The Subsidiary Subfamily represenls ResCcns associaled with Amtrak's five Subsidiary 
Companies, which include Chicago Union Station Coinpany (CUS), Passenger Railroad 
Insurance Limited (PRIL. Penn Station Leasing, LLC (PSL). Washington Terminal Company 
(WTC). and 30lh Street Limited. L.P. (TSL). The subsidiaries and their activities are diverse: 
CUS owns and operates Chicago Union Slalion and various nearby real eslale parcels; PRIL is 
an offshore captive insurance coinpany that allows Amtrak to acquire insurance coverage that 
cannol be readily obtained domestically: PSL is a subsidiary established for the purpose of 
acquiring New York Penn Station from Amtrak and leasing il back to the parent coinpany; WTC 
owns various parcels in the vicinity of Washingion Union Station, although not the station itself; 
TSL was established I'or the purpose of rehabilitating and leasing 30th Street Slalion in 
Philadelphia, although the station ilself is owned by Amtrak. 

Subfamily expenditures for FY07 were $17.3 million and account fbr 0.4 percent of Amtrak's 
lolal expenses. 

Cost Allocation Method 

Amtrak's FIS includes (1) transactions taking place at the five Amlrak ResCens associated wilh 
these subsidiaries, (2) the transactions ofthe subsidiary companies them.selvcs, both vis-a-vis the 
parent coinpany and external entities, and (3) various elimination transactions necessary lo 
produce consolidated financial statements. The Fully Allocated costs of Amlrak's subsidiaries 
need to be calculated in a manner consistent wilh cosls in other ResCen families. Given that 
Amlrak has a controlling interest in all ofthe subsidiaries, so therefore. Amlrak and the 
subsidiaries must be treated as a single entity and only expenditures incurred vis-a-vis external 
enlities should be considered costs for the purpose of calculating Fully Allocated costs. To 
achieve this resull, both subsidiary expenditures incurred vis-a-vis external entities and all 
transactions (bolh expenditures and revenues) belween Aintrak and its subsidiaries will be 

"' The Mibfainily includes live Amtrak ResCens ancl ten "pseiido-ResCens," tive of which eorre.spond lo lhe 
subsidiaries themselves and live to virtual RcsCens used to process eliminalion entries between the parent eompany 
and the subsidianes 
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allocated (certain expenditures, such as depreciation and interest, will not be allocaled. as lo be 
explained in Seclion 7.1.1). This will have largely the same effect as only allocating costs vis-a
vis external entities because transactions between Amlrak and its subsidiaries will typically net 
to zero due to elimination entries. 

One difficulty in allocating subsidiary expenditures is that many are coded to FN 1004. 
Subsidiary Operating Activity, which is used lo record intercompany operating activities, but 
gives no indication ofthe type of aclivily and how ils cosls should be allocated. To overcome 
this problem, many ofthe expenditures in this Subfamily are allocated al the detailed .Account 
level. 

Most Subsidiaries are associated wilh specific locations, so expenditures are allocaled locally to 
the routes and customers operating at those locations. The exception is PRIL whose 
expenditures are allocated nationally. The diverse nature of Amtrak's subsidiaries means that the 
manner in which Subsidiary Subfamily expenditures are allocated depends on the particular 
subsidiary. 

Capilal Functions arc used by these ResCens but are nol allocated. These Function expenses 
include any capilal improvements to extend the life ofthe assets. Unallocated capilal expenses 
using these Functions are entered into Amtrak's assel ledgers and thereby become part ofthe 
asset base used in calculating a capital charge, which is then allocated lo the trains and other 
businesses and cuslomers using that asset. Where expenditures are unallocated the Subfamily 
uses NON. The NON statistic docs not apportion costs among multiple customers, but assigns 
all costs to the single business identified for that particular Function. 

Because CUS owns and operates Chicago Union Station, cosls associated with this subsidiary arc 
allocated in a manner similar to costs in the Stations Family. Most station and tenninal costs arc 
allocated to both Amlrak irains and the Metra Commuter. Two percent of Slalion operations-
related costs also are allocated lo the Commercial business. The olher 98 percent of station 
operations costs are allocated based on TBD. Costs coded lo FN 1004, Suboperaling Activity, 
arc, in general, allocaled in the same manner as Slalion operations expenses. MoW cosls are 
allocaled to Amtrak Irains or other customers that use the specific areas of track maintained by 
the subsidiary, including Freights, using FTT or TUM, depending on the Funclion. Insurance 
costs are allocated based on TPM. 

In the case of PRIL, the majority of subsidiary activity is related lo insurance purchased on 
behalf of Amlrak and insurance claims. PRIL provides railroad protection coverage, which 
covers contractors working on Amlrak properly, force account insurance, which covers liabilities 
rclated to Amlrak's Reimbursable business (i.e., where Amlrak employees perform work for 
third parties), as well as coverage for some other acliviiies. Most passenger insurance is no 
longer processed through PRIL. A majority ofthe cosls Ibr ihis .subsidiary arc associated wilh 
Amtrak's accrual for self insurance for passenger claims, insurance policies with outside 
companies and professional fees. Based on a review of liability claims, the majority of 
passenger claims insurance expenditures arc allocated based on TPM with the remainder going 
directly lo Reimbursable, while purchased insurance expenditures will be allocated based on 
TPM. Professional services expenditures are allocaled based on TPM. Expenditures and 
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revenues related to PRIL force account insurance and Equity in Subsidiary-PRIL are allocated in 
the .same manner as passenger claims insurance expenses. 

In the case of TSL. the majority of expenses represent stalion rent, interest and depreciation, and 
professional fees. Station rent and intercompany rent revenue are allocaled to Amtrak irains 
using 30th Street Station based on TBD, except that 2 percent of those sums are allocaled lo the 
Commereial business. Depreciation and inlerest, which make up the bulk of remaining 
subsidiary expenses, and olher subsidiary expenses, such as professional fees, go directly to 
unallocated. 

In the case of PSL, the entirety ofthe subsidiary's monthly expenses represents inlerest charges. 
Therefore, the expenditures go directly to unallocated. Likewise, in lhe case of WTC. the 
cnlirely ofthe subsidiary's monthly expenses represents depreciation expenditures and goes 
directly to unallocated. No other types of Funclions or Accounts arc associated wilh these 
subsidiaries. 

Summary 

Table 7-34 is an overview oflhe cost allocation for the Subsidiary Subfamily. 

Ta b Ic 7-34: Subs id ia ry Sub fa m ily Ove rv le w 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 
Business Types To Which Costs Arc 
Allocated 
Number of ResCens 

Subsidiary-#605 

Subsidiary - General (605_0) 

SI 7.4 
NTS, CIA, COP. Reimbursable. Commercial 

15 

Top 5 Functions by Expenditures (Do 

Function 

Station Scr\-ices-Station Operations 
Sub Operating Activitv 
Depreciation All Other Assets 
Insurance & Taxes 
Power Transmission Sys Oper 

Code Number 

1271 
1004 
1171 
1181 
1719 

lars. Mil., FY07) 

Expenditures 

SIO.O 
-S8.6 
S7.I 
S4.I 
$2.4 

Top 4 .Allocation Statistics by Expenditures (Dollars, Mil., FY07 

Statistic 

Total Board and Deboards 
Direct (Unallocated) 
Frequency 
Total Passenger Miles 

Code 

TBD 
NON 
FTT 
TPM 

Expenditures 

SI 0.3 
S5.7 
$3.0 
-$2.0 

Percent of 
Familv 
57.6"X, 
-49.6'J'o 
42.2% 
23.5'yo 
\4.0% 

) 
Percent of 

Familv 
60.2"/» 
33.2';''o 
17.4'M, 

-ll.7'J^, 

7.7 Capital Family 
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7.7.1 Capital Subfamily 

Family: Capital - #700 
Subfamily: Capital-#701 

Scope 

The Capilal Family covers the capital charges for operaling Amtrak's NTS and oilier businesses. 
Under ( JAAP depreciation and inlerest expenses developed as part oflhe corporation's income 
and capital reporting systems and ils audited financial slalcments reHcct the capital cosls of an 
enterprise. However, because ofthe financial history of Aintrak and ils unique status as a 
governiiicnt-assisted enterprise, it was decided that a synthetic capital charge provides a more 
representative measure ofthe resource cost of all capital equipment and properly—regardless of 
how financed—currently being used by Amtrak lo produce ils various services and outputs. 
Thus, the synthetic capital charge described below is used instead of depreciation and interest in 
the methodology Ibr estimating and reporting avoidable and Fully Allocated cosls. I lowever, the 
synthetic capilal charge is only used as part oflhis methodology for eslimaling Avoidable and 
Fully Allocaled Costs, and. importantly, does nol replace the depreciation and interest expenses 
included in Amtrak's published and audited financial reports which arc intended lo measure— 
according to GA.AP procedures—the corporation's overall profitability during parlicular tunc 
periods. A more detailed explanation for the rationale and approach oflhe synlhctic capilal 
charge is provided in Appendix E. 

The synthetic capital charge represents bolh a return ofcapital (analogous to depreciation) and a 
reiurn on capital (replacing interest expenses). It annualizes over assets' service lives the 
original dollar expenditures Ibr their acquisition. The values of these expenditures to be 
annualized are based on the same original gross asset values that are recorded in Amtrak's 
accounting systems used in estimating depreciation for financial accounting purposes. The 
capilal charge also uses asset service lives based on those employed by Aintrak in calculating 
depreciation expense, including that calculated under its group system. It docs nol, however, 
make use of rates of interest on debts incurred by Amtrak or by other commercial borrowers. 
Instead, it employs for asset acquisition cost annuali;ration purposes a cost ofcapital factor based 
on the Federal Government's borrowing costs f'or the year in which Avoidable and Fully 
Allocated Cosls are being csliinaled. 

The capital charge is calculated by applying to the (undepreciated) gross value ofeach physical 
asset currently carried on Amlrak's books of account and in use or held for use in its service an 
annual capital recovery factor (CRF) or amortization factor based on an assumed useful lifetime 
I'or the asset and an appropriate rate of retum. to the tolal ofthe initial acquisition costs for each 
asset. Where / denotes the rale of return and Tdcnotcs the asset's lifetime, the CRF is computed 
using lhe following equation: 

CRF-i*( l+i) ' / [ ( l+i) ' - l ] 

Where the initial capital cost of an asset is A.', the capital charge (CC) formula Ibr the assel is: 

CC = K * CRF 
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The rale of reiurn. i. used lo calculate CRF is the U.S. Treasury borrowing rale on 20-year 
maturity notes prevailing at the lime the capital charge is calculated. This corresponds to the 
view that the cost oflhe entire capital inveslmenl in Amlrak should refiect the Federal 
government's long-term cosl of borrowing to finance that investment. At the time oflhis 
wriling. May 8, 2009, the rale is 4.25 percent. The curreni rate is published daily by the U.S. 
Treasury and can be found on ils Web site: 

hltp://w'ww.ustrcas.uov/offices/doiiieslic-financc/'dcbt-maiiaizement/inlerest-ratc/vield.shtinl 

In monthly reporting of Fully Allocated and Avoidable Costs, the rate on the lasl day available of 
the reporting month is used. This monthly updating procedure serves lo avoid larger 
discontinuities that could occur if updates are done less oikn. e.g.. annually, since the rate can 
sometimes vary considerably over a calendar year. The annual capital charge is the sum oflhe 
monthly capital charges. 

The capital charge uses a new. single virtual responsibility center crealcd for dealing wilh these 
expenses. The individual cost records have Function, Account, and Location codes that are used 
Ibr allocation to trains and other business types and for reporiing various subcategories ofthe 
capital charge, such as ROW versus equipment. Exisling Aintrak accounting codes are used 
where possible, bul some new ones are required lo provide the desired disaggregation and to 
distinguish the capital charge from other similar concepts. 

The Function and Account codes used for the capilal charge are listed in Table 7-35 and Table 
7-36. Table 7-36 also provides the allocation statistic used Ibr each ofthe Accounts. 

Table 7-35: Funclions Used in Allocating Capilal Charges 

Function 
Number* 

Name Description 

Fixed Assets-ROW 
Fixed Assets-Non ROW 
Passenger Rail Equipment 
lli"hwav Vehicles 

- S tf Rail Work Equipment 
*To be detennined: Function number not yet assigned. 

Table 7-36: .Accounts Used in ,Mlocaling Capilal Charges 

Account 
Number* Name 

Rail Track 
Ballast 
Ties 
Land 
Signal & Communications 

Description 

Excludes improvements 
Systems 

Allocation Statistic 

FTT 
FTT 
FTT 
FTT 
FTT 
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Account 
Number* Name 

Electric Traction & Povver 

Bridges & Tunnels 
Olher ROW 
Stations 
Office Buildings 
MOF Facilities & Equipment 
MOW Facilities & Equipmeni 
Locomotives 
Rail Passenger Cars 
Baggage'Package Cars 
Rail Work Equipment 
Computer-IT 
Other Office Equipment 
Vehicles 

Description 

Systems 

Includes grading 

For MoW 

Allocation Statistic 

EUM 

FTT 
FTT 

TBD&PUT 
TAC 
MDC 

MWDC 
xUU 
xUU 
BUU 

MWDC 
TAC 
TAC 

Any** 
*To be deiermined: Account number not yet assigned. 
**Rc.sCen-ba.sed 

The capital charge Ibr each asset is matched to and assigned or allocaled to the business elements 
that it supports. The basic allocation process is the same as that used I'or expenses in other 
Subfamilies. Slalislics measure the amount of aclivily accounted for by each business clement 
supported by an asset, and the relative shares based on these statistics are used in allocating the 
asset's capital charge expense. Stat Qualifiers are used to limit the allocation to subsets of 
business elements based on localion. The statistics used for allocation vary based on the type of 
asset as shown in Table 7-36. "Appendix A: Family Profiles" provides specifics on which Slat 
Qualifiers are used lo allocate the capital charges Ibr the various asset lypes. 

The process for linking assets to the business elements Ihey support differs for fixed assets and 
rail equipment. For most fixed assets the linkage lo the business elements they support is made 
using localion description information from the asset's record in the general ledger. The general 
ledger assets are linked to a specific Slat Qualifier used cl.sewhere in allocating expenses and 
hence provide a linkage to the business element having allocation statistics al that location. 
There arc Slat Qualifiers Ibr ROW (track) segments, stations, and maintenanec facilities. The 
exception lo the Stat Qualifier-location linkage process occurs for fixed assets that are treated 
like other G&A expenses, such as general office buildings and computer systems. The capital 
charges for these (i&A-type fixed assets are allocated across the entire enterprise using the TAC 
statistic and thus do not require a location linkage. 

The capital charges for fixed assets arc allocaled to NTS trains and other business types 
supported by the asset. For example, the capital charges associated with poriions oflhe NEC 
ROW arc allocated lo eommuters and freights that also use the infraslruclure. 

For rail equipmeni assets, the linkage to the business elements they support is made using 
equipment codes as Slat Qualifiers fbr the UU statistic. No location information is needed or 
rclevant because the equipment capilal charges arc allocated directly to trains using a given type 
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of equipment. For leased equipment, the capilal charges based on initial equipmeni acquisition 
values is used instead of lease payments and their related income statement adjuslmenls. 

Summary 

Tabic 7-37 is an overview ofthe cost allocation Ibr the Capital-General Subfamily. 

Table 7-37: Capital-General Subfamily Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 

Business Types To Which Costs Are 
.Allocated 

Capital-#701 

Capital - General (701_0) 

N'A (FIS entries pertaining to this Subfamily will be 
entirely replaced by the synlhelic capital charge - see 
text.) 

NTS. CIA. COP. Freight. Reimbursable. Commercial 

7.8 Utilities Family 

7.8.1 Utilities Subfamily 

Family: 
Subfamilv: 

Utilities - #800 
Ltilities - #801 

Scope 

The Utilities Subfamily is used to account I'or utilities expenses including gas, electric, and waler 
provided at various terminals, stations, and support facililics. Mosl of Amtrak's utilities 
expenses are recorded al ResCens already in another Subfamily and arc allocaled by that 
Subfamily method. RcsCens in the Utilities Subfamily however, support multiple deparlmenls 
and utility cosls cannot be attributed to a single ResCcn or activity. The Washington Utilities 
ResCen for example, incurs utilities costs fbr mechanical, transportation, and mechanical 
operations. 

Subfamily expenditures for FY07 were S17.0 million and account Ibr 0.4 percent of Amtrak's 
total expenses. 

Cost Allocation Method 

Cost allocations will be at the ResCen and Funclion level lo the appropriate Amtrak train, 
commuler, or reimbursable business or customer. No primary allocation statistic exists Ibr the 
Subfamily; the allocation statistic used is dependent on the Function for each cosl record. 
Statistics used in the Subfamily include, but are nol limited to, PUT, TEI I. TUM, DRV, and units 
used (UU). For identified Commercial and Reimbursable Funclions, these unallocated cosls will 
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use NON. The NON statistic docs not apportion costs among multiple cuslomers, but assigns all 
costs to the single business identified Ibr that particular Function. 

The allocation statistic used is dependent on the Function associated with each expense. Utility 
expenses within a ResCen are recorded with Funclions relating to the activity served by each 
meter. Utility expenses from a meter in a mechanical facility would be allocaled by TUU while 
utility costs in a commissary would be allocated by DRV, etc. The Utilities profile lists the 
allocation statistics for the Functions associated with each general activity. Where the expense is 
al a slalion used by commuters, the Commuter business receives a portion ofthe station cosls as 
allocated by PUT. TBD was nol used because under existing agreements wilh commuter 
agencies Aintrak does nol have access to the TBD statistic Ibr commuter Irains. 

The Utilities Subfamily uses a stalion pair Stat Qualifier lo allocate costs to the specific 
geographic area supported by each Utilities ResCen. The Stal Qualifier dynamically creates a 
pool of trains that travel over that area and allocates costs based on a particular train's share of 
activity. 

Although Commercial customers are present al some ofthe locations served by the Utilities 
ResCcns, Amtrak has no means to allocate cosls to those businesses. However, some costs in 
this Subfamily are coded with commercial Funclions and can be directly assigned to the 
appropriate business. Amtrak anticipates performing a future study thai will determine and 
quantify commercial costs al stations allowing for a more accurate allocation of utility cosls at 
stations. 

Summary 

Table 7-38 is an overview oflhe cost allocation for lhe Utilities Subfamily. 

Table 7-38: Utilities Subfamilv Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 
Business Types To Which Costs Are 
Allocated 
Number of RcsCens 

Utilities-#801 

Utilities - General (801_0) 

$17.0 

NTS. CIA. COP. Commercial. Reimbursable 

9 

Top 5 Functions by Expenditures (Dollars, .Mil., FY07) 

Function 

Station Services-Slalion Operations 
MoE Overhead 
MoW Overhead 
Signal & Intcrtockcr Operation 
Commercial General Superintendent 

Code Number 

1271 
1814 
1751 
1634 
4040 

Expenditures 

SI2.1 
$2.0 
$1.4 
$0.8 
$0.2 

Percent of 
Familv 
7i.r;'o 
II.9';',, 
8.4% 
4 6% 
1.1%, 
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Subfamily 

Subcategory 

Utilities-#801 

Utilities - General (801_0) 

Top 3 Allocation Statistics by Expenditures (Dollars, Mil., FY07) 

Statistic 

Tolal Unit Trips 
Unils Used 
Tolal Unil Miles 

Code 

TUT 
UU 

TUM 

Expenditures 

SI2.2 
S2.0 
$1.5 

Percent of 
Familv 
7I.8'>« 
11.9% 
8.6% 

7.9 Police, Security, & Environmental/Safety Family 

7.9.1 Police Subfamily 

Family: 
Subfamilv: 

Police, Security & Environmental/Safety - #900 
Police-#901 

Scope 

The Police Subfamily perfomis traditional patrolling duties in support of Amtrak trains, 
facilities, and ROW. The Police Subfamily consists of two Subcategories: National and 
Regional/Local. The Regional/Local Subcategory provides the front line policing duties while 
the National Subcategory coordinates and supports the operation across the Amtrak network. 

Subfamily expenditures for FY07 were S35.5 million and account Ibr 0.9 pereent of Amtrak's 
lolal expenses. 

Cost Al locat ion M e t h o d 

Cosl allocations fbr the Police Subfamily are dependent on the subcategory. National 
Subcategory ResCcn costs arc allocaled at the national level to all customers including Amlrak 
irains and other businesses and customers. The allocation statistic is CAE—the sum of all direct 
and allocaled costs prior lo this round including the capital charge. CAE is similar lo the TAC 
but the TAC includes CAE as well as co.sts allocaled in this round by CAE. RcsCens in this 
Subfamily arc therefore included in the base Ibr calculating TAC. 

Regional/Local Subcategory Re.sCen cosls arc mostly allocated al the ResCen level using TUT 
with an ACK Ratio as well as Station Pair Stat Qualifier. The key driver of Police costs are 
passenger levels in and around stations, but as passenger related statistics are unavailable Ibr all 
customers they cannot be used in the allocation. For that reason. PUT is used to allocate as it is 
bolh reflective of passenger levels and available for freight and commuler customers. The Police 
Subfamily uses a Stalion Pair Stat Qualifier lo allocate costs lo the specific geographic area 
supported and patrolled by each Regional/Local RcsCen. The Stat Qualifier dynamically creates 
a pool of Irains that travel over that area and allocates costs based on a particular train's share of 
PUT. PUT is automatically available Ibr Amtrak Irains from the TUS system using data from 
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OMS. The Audit and Financial Controls group wil l provide PUT for commuters and the 
Financial Analysis,^APT group wil l manually calculate PUT statistics for freights. 

Commercial business customers operate in areas patrolled by the Police Subfamily and deserve a 
portion of costs: however, commercial customers do not have operational statistics and cannot be 
allocated costs by PUT as in the rest ofthe Subcategory. Through consultation with Amtrak 
field personal and in agreement between Volpe Center and Aintrak Finance staff, 2 percent of 
Regional/Local subcategory costs are assigned lo the commercial business using an ACK Ralio. 
The remaining 98 percent is allocated using the PUT allocation mclhodology described above. 

Where Capital Functions arc used by these ResCens, they arc not allocaled. Unallocated capilal 
expenses are entered into .Amtrak's asset ledgers and become part ofthe asset base used in 
calculating a capilal charge, which is then allocated to the Irains and other businesses and 
cuslomers using that assel. Police expenses that are direct to a Reimbursable are identified by 
specific Functions identified in the profile and allocated by NON. The NON statistic does not 
apportion cosls among multiple customers, bul rather assigns all cosls lo the single customer 
identified for thai parlicular Function. 

Summary 

Table 7-39 is an overview oflhe cosl allocation tbr the Police Subfamilv. 

Table 7-39: Police Subfamilv Overview 

Subfamily 

Subcategories 

FY 2007 Expenditures (Mil.) 
Business Types To Which Costs .Arc 
.Allocated 
Nuniber of RcsCens 

Police-#901 

National (901_1), Regional/Local (901_2) 

S35.5 

NTS, CIA, COP. Freight. Reimbursable, Commercial 

24 

Top 5 Functions b> Expenditures (Dollars, 

Function 

Police Security & Environmenlal Safety 
Projecl Support-Other 
Training Amlrak 
Road Land & Olher WIP 
Reimbursable General Support 

Code Number 

1124 
5015 
1131 
3501 
1197 

Mil., FY07) 

Expenditures 

S31.6 
SI.O 
S0.8 
$0.7 
$0.4 

Percent of 
Family 
89.0"-0 
2.8% 
2.3% 
1.9"',, 
l.l"n 

Top 3 Allocation Statistic b> Expenditures (Dollars, .Mil., FY07) 

Statistic 

Total Unil Trips 
Customer Activity Expense 
Direct (Unallocated) 

Code 

TUT 
CAE 
NON 

Expenditures 

S28.3 
$5.5 
$1.7 

Perceni of 
Family 
79.7';'„ 
I5.5'>1, 
4.8'''« 
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7.9.2 Security Strategy, & Special Operations Subfamily 

Family: 
Subfamily: 

Scope 

Police, Security & Environmental/Safety - #900 
Security Strategy & Special Operations - #902 

The Security Strategy & Special Operations (SSSO) Subfamily works together with the Police 
Subfamily to provide traditional patrolling, intelligence, and countcrterrorism efforts in support 
of .Amlrak trains, facilities, and ROW. Additionally, lhe SSSO Subfamily manages all capilal 
and grant projects related to securiiy operalions such as the installation of new security cameras 
on tunnels, bridges, and other ROW as well as all projects funded by the U.S. Department of 
1 lomcland Security. 

Subfamily expenditures Ibr FY07 were S8.0 million and account for 0.2 perceni of .Amlrak's 
total expenses. 

Cost Allocation Method 

Cost allocations for the SSSO Subfamily are at the national level to all customers including 
Amtrak Irains and other businesses and customers. The exclusive allocation statistic is CAE, the 
sum of all direct and allocated costs belbre this round including the capilal charge. CAE is 
similar to the TAC but the TAC includes CAE as well as cosls allocaled in this round by CAE. 
ResCcns in this Subfamily arc included in the base Ibr calculating TAC. 

Where Capilal Functions are used by these ResCcns, they are not allocated. Unallocated capilal 
expenses are entered into Amtrak's assel ledgers and thereby become part oflhe assel base used 
in calculating a capital charge, which is then allocated to the trains and other businesses and 
customers using that asset. 

Summary 

Table 7-40 is an overview oflhe cost allocation for the SSSO Subfamily. 

Table 7-40: SSSO Subfamilv Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 
Business Types To Which Costs .Are 
.Allocated 
Numher of ResCens 

Security Strategy & Special Operations - #902 

National (902_0) 

S8.0 

NTS, CIA. COP. Freight. Reimbursable, Commercial 

8 

Top 5 Functions hy Expenditures (Dollars, .Mil., FY()7) 

Function 

Police Security & Environmental Safety 

Code Number 

1124 

Expenditures 

$5.3 

Perceni of 
Familv 
66.3'M, 
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Subfamily 

Subcategory 

Project Support -Other 
Road Land & Other WIP 
Project Support-Technology 
Training Amlrak 

Security Strategy & Special Operations - #902 

National (902_0) 

5015 
3501 
5010 
1131 

Top 2 Allocation Statistics b> Expenditures (Do 

Statistic 

Customer Aclivilv Expense 
Direcl (Unallocated) 

Code 

CAE 
NON 

$1.3 
$1.1 
$0.1 
$0.1 

i6.3';'o 
i3.8';'o 
1.3'̂ ',, 
1.3% 

lars. Mil., FY07) 

Expenditures 

S7.0 
Sl.l 

Percent of 
Family 
86.7';',, 
I3..1"/, 

7.9.3 Environmental & Safety Subfamily 

Family: 
Subfamily: 

Scope 

Police, Security & Environmental/Safety - #900 
Environmental & Safety - #903 

The Environmental & Safety Subfamily performs activities to ensure and oversee environmental, 
health, and safely issues of Amlrak and its employees. These activities include reporting and 
safety compliance requirements by State and Federal agencies as well as compliance wilh 
environmental regulalions. 

Subfamily expenditures for FY07 were S9.8 million and account Ibr 0.2 percent of Amtrak's 
total expenses. 

Cost Al location Me thod 

Cost allocations for the Environmental & Safety Subfamily are al the national level to all 
eustomers including Amtrak trains and other businesses and customers. The exclusive allocation 
statistic is CAE, the sum of all direct and allocated cosls prior lo this round including the capilal 
charge. CAE is similar lo the TAC but the TAC includes CAE as well as cosls allocaled in this 
round hy CAE. ResCens in this Subfamily arc therefore included in the base for calculating 
TAC. 

Where Environmental & Safely RcsCens use Capital Functions, they are nol allocated. 
Unallocated capital expenses are entered into Amlrak's asset ledgers and thereby become part of 
the asset base used in calculating a capilal charge which is then allocated to the trains and other 
businesses and customers using that assel. Environmental & Safety expenses that are direct lo a 
Reimbursable arc identified by .specific Functions identified in the profile and allocated by NON. 
The NON stalislie docs not apportion costs among multiple customers, bul rather assigns all 
costs to the single customer identified for that particular Funclion. 

Summary 

Table 7-41 is an overview ofthe cosl allocation for the Environmental & Safety Subfamily. 
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Table 7-41: Environmenlal & Safety Subfamily Overview 

Subfamily 

Subcategory 

FY 2007 Expenditures (Mil.) 
Business Types To Which Costs Arc 
Allocated 
Number of ResCens 

Environmental & Safety - #903 

Environmental & Safety - General (903_0) 

$9.8 

NTS, CIA, COP. Freighi. Reimbursable, Commercial 

5 

Top 5 Functions by Expenditures (Dollars, .Mil., FY07) 

Funclion 

Police Security & Environmental Safety 
Road Land & Other WIP 
General Supt Special Projecl 
MoW Overhead 
MoW Reimbursable 

Code Number 

1124 
3501 
1198 
1751 
1797 

Expenditures 

$6.3 
$2.2 
$1.3 
$0.01 
$0.01 

Percent of 
Familv 
64.3',"o 
22.4% 
13.3'% 
0.1% 
O.ri'n 

Top 2 Allocation Statistics hy Expenditures (Dollars, Mil., FY07) 

Statistic 

Customer .Activity Expense 
Direct (Unallocated) 

Code 

CAE 
NON 

Expenditures 

$7.6 
2.2 

Percent of 
Family 
77.8% 
22.2% 
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8 Methodologies for Estimating Avoidable Cost by APT 
Subfamily 

This section describes the essential elements oflhe methodology Ibr eslimaling Avoidable Cosls 
for each ofthe 36 individual Subfamilies. The specific extension and application lo the 
individual Subfamilies oflhe general Avoidable Cost methodology described in Section 6 arc 
described here. Four different approaches are used lo estimate Avoidable Costs. Subfamilies are 
classified into four groups depending on the approach followed: 

• Fixed 

• Avoidable 

• Mixed-Slatislical 

• Mixed-Detailed 

The four Avoidable Cost approaches differ bolh in terms ofthe logic underlying the calculations 
as well as the calculations themselves. On the basis of standard practice and professional 
judgment, .some ofthe Subfamilies are classified as having costs that arc either completely (100 
percent) Fixed or completely (100 percent) Avoidable ifa single Roule were lo be eliminated. 
The remaining Subfamilies arc classified as Mixed, meaning that some cosls are Fixed and 
others Avoidable. Many ofthe Mixed Subfamilies were subjected to .statistical analysis in an 
attempt to identify their Fixed and Avoidable portions and to develop formulas Ibr calculating 
those portions. Subfamilies whose Fixed and Avoidable portions could be estimated statistically 
are classified as Mixed-Statistical. For various reasons the statistical approach could not be used 
or was unsuccessful for some Mixed Subfamilies. In such cases, a detailed analysis of 
Subfamily costs was performed to identify and classify costs as either Fixed or Avoidable. 
Subfamilies for which such an approach was followed are classified as Mixed-Detailed. 

Subfamilies Classified as Fixed 

Subfamilies classified as Fixed contain cosls thai would not vary ifa single route were to be 
eliminated. Costs in these Subfamilies would continue to be incurred as long as Amtrak 
continues to operate the majority of its train services. Examples of fixed costs include corporate 
management and administrative costs, including salaries Ibr senior executives, costs stipulated 
by contract, costs associated with operaling CNOC, and some MoW cosls for shared 
infrastructure. Importantly, costs at Subfamilies classified as Fixed are fixed only with respect to 
the elimination ofa single route; if multiple routes were eliminated. Amlrak's overall corporate 
slruclurc could conceivably shrink, which might lower the long-run fixed costs of running the 
company. However. Ibr Subfamilies classified as Fixed in this methodology, the Avoidable 
Cosls associated with eliminating a particular route would not be significant or measurable. 

Subfamilies Classified as Avoidable 

Subfamilies that are classified as Avoidable contain cosls that decrease proportionally wilh route 
activity. Costs in these Subfamilies would complelely cease to be incurred ifa route were to be 
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eliminated. Examples of eosls that are completely avoidable include costs Ibr diesel fuel and 
electric traction used lo power locomotives as well as those for some types of labor and supplies. 
Ifan Amtrak route using diesel fuel were eliminated, fbr example, then Amlrak would no longer 
incur any fuel costs to operate ihal roule. Diesel fuel cosls incurred in lhe Fuel Subfamily have 
no fixed component and are classified as 100 percent avoidable in both the short run and the long 
run. 

Subfamilies Classified as Mixed-Statistical 

The Subfamilies classified as having Mixed costs require a more complex method I'or estimating 
avoidable costs. In the case often oflhe Mixed Subfamilies, cost equations were developed 
using statistical analysis. The Mixed-Statistical approach is described in Section 6.5. In most 
cases separate cost equations were developed for estimating short-run and long-run Avoidable 
Costs. The short-run equations are used lo estimate only costs that can be avoided in the short 
run. The long-run equations estimate total long-run Avoidable Costs, including both costs thai 
can and cannot be avoided in the short-run.""* As explained in Seclion 6.5, in cases Ibr which the 
long-run and short-run models resull in very similar equation cocnicients. the random-effects 
model is used to estimate a single equation and lo estimate Avoidable Cosls in both the short mn 
and the long run. 

The statistical analysis process and results for individual Subfamilies are presented below. 
Short-run, long-run. and combined coefficients, significance levels, the number of observations, 
and R-squared values are reported. Coefficients are statistical estimates ofthe true parameter 
values Ibr the long-run and short-run cases, or, as mentioned above, fbr "combined effeci" cases 
in which no slatistically significant distinction between the short- and long-run effects could be 
found. Significance levels show the probability that the true parameter values are greater lhan 
zero. The number of obscrvafions is typically equal to the number of ResCcns multiplied by 
three and the number of years ofdata used in the analysis. However, this is not always the case, 
because all three years ofdata were nol available for some individual ResCens in the datasets. 

The cosl equations are used lo predict lhe percentage of cosls al each ResCen that can be avoided 
with the elimination ofa route. The percentage change in cosl is applied to the RcsCen Fully 
Allocated cost estimates to calculate the Avoidable Cosl I'or that ResCen. To calculate roulc 
level Avoidable Costs, the detailed ResCen-lrain level esfimates of Avoidable Costs are summed 
for all Subfamilies. 

Subfamilies Classified as .Vlixed-Detailed 

For some Subfamilies with Mixed cosls. the slalislieal approach could nol be used to estimate 
avoidable costs because ResCcn-levcl data for rclevant explanatory variables was not available. 
For others, the Subfamilies were investigated slatistically but a significant (usable) relationship 
between Irain aclivily and ResCen cost was nol found. Assuming these cosls were 100 percent 
Fixed or 100 percent Avoidable is unreasonable, so a detailed analysis at the sub-RcsCen level 
was performed. Subfamilies analyzed using such an approach arc classified as Mixed-Detailed. 

"" Long-run A\oidablo Cost include short-run costs, ihcrcrorc estimates of short-mn A\oidabie Costs should not be 
added to long-run cslimates. 
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For sonic Subfamilies in Ihis category even though a large share of cosls were indeed Fixed, 
eosls associated wilh specific Funclions or Accounts would decrease ifa particular roule were 
eliminated and thus are Avoidable. In calculating Avoidable Cosls, these costs are identified as 
Avoidable while the remaining cosls are classified as Fixed. 

The Transportation-Multiple and MoE-MultipIc Subfamilies are cases that required detailed 
Function and .Account level analysis. RcsCens in the Multiple Subfamilies perform a wide range 
ofactivities and incur costs that may be Fixed, Avoidable, or Mixed. The approach for 
calculating Fully Allocaled Costs f'or these multi-purpose RcsCens is lo apply the same logic for 
specific cosl Functions and Accounts as was used in the corresponding single-purpose 
Subfamilies. The same approach is used Ibr estimating Avoidable Cosls for multi-purpose 
ResCens, namely .Avoidable Costs, which arc estimated utilizing the methods and fonnulas 
applied to the Functions and Accounts in single-purpose Subfamilies. Typically, groups of 
Functions used in a multiple Subfamily are identified as corresponding lo similar Functions used 
in another Subfamily for which an Avoidable Cost approach has alrcady been defined. Then the 
latter Subfamily's Avoidable Cosl approach is used to eslimate Avoidable Costs Ibr these groups 
of Funclions. For cxainple, in the MoE-MultipIc Subfamily, the avoidability of costs coded lo 
car maintenance Functions is estimated using the cost equations developed for similar Functions 
in the MoE-Car Maintenance Subfamily (classified as Mixed-Statistical). Although a statistical 
approach may be used lo estimate Avoidable Costs Ibr a group in Funclions. Multiple 
Subfamilies are .still classified as Mixed-Detailed because ofthe detailed Function and Account 
level analysis required. 

8.1.1 Mow Track Subfamily 

Family: MoW-#100 
Subfamily: MoW Track-#101 
Approach: Mixed-Detailed 

Scope 

The MoW Track Subfamily performs maintenance and capilal work on track as.sets along the 
ROW, including the roadbed, rails, cross-ties, ballast, and grade crossings. Mosl track 
maintenance work is related to Amtrak-owned track and other assets on the NEC. the Keystone 
Corridor in Pennsylvania, and in Michigan."*' although some work is pcrfomicd on other 
Amtrak-owned assets. In addilion, this Subfamily also incurs expenses for maintenance and 
repairs performed for Amtrak by other railroads and by Amlrak for various commuler agencies 
on a reimbursable basis. Amtrak's track is used nol only by Amtrak, bul also by commuler 

•*• .Amtrak's primary tr.iek holdiiiL's arc as follows-

Northeast Corridor (.̂ 6.̂  or456 NFC milcs) 

\ c w Ha\cn, C F lo Spniigndd. \ 1 . \ (6(1 5 miles) 

Philadciphid lo Harrisburg, P.\ (104 miles) 

Michigan 0 7 miles) 

Seven tunnels (29 7 miles) 

l . lS6brKii>es(42 5mi les ) 
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agencies and freighi railroads, and this fact has important implications for the avoidability of 
costs incurred within this Subfamily. 

Tolal Subfamily costs Ibr FY07 were S 156.9 million, including SI00.5 million in capital, 
reimbursable and conimuler-rclaled expenses that are not operaling costs for Amlrak irains. The 
remaining S56.4 million represent Amtrak's allocated operating cosls. 

Avoidable Cost Approach 

The statistical methods used to estimate avoidable costs Ibr some olher Subfamilies arc not 
practical I'or estimating avoidable costs for the MoW-Track Sublamily for several reasons. In 
parlicular. il is not possible to esfimate avoidable cost funclions for this Subfamily because, 
although ResCen cosl infomiation is available, neither corresponding train activity statistics nor 
data on track length per ResCen (necessary lo appropriately scale ResCen costs) is available. 
Further, because RcsCens within this Subfamily differ greatly in terms oflhe length and 
complexity of track segments and lypcs of olher nonlinear assets Ibr which they are responsible 
and the nuances oflhe geographical areas in which they operate, comparing costs across 
RcsCens is not practical. Rather, the methodology estimates avoidable costs for this Subfamily 
using a combination of business judgment and a step by step disaggregating of tolal cosls by 
Function and train activity to arrive at an esfimate of costs that would be eliminated ifa 
particular route were lo be eliminaled. 

Several observations and assumplions regarding the MoW-Track Subfamily are necessary lo 
sufficiently simplify the analysis to enable the avoidable costs ofa route to be estimated. First, it 
is important to recognize that most cosls wilhin this Subfamily are capilal-relalcd. Some costs 
are related to Amtrak's Reimbursable and Commuter businesses. However, only avoidable costs 
related lo Amtrak's NTS operations need to be estimated as part oflhis Subfamily methodology. 
Out of tolal Subfamily costs of SI 56.9 million in FY07, only $56.4 million represent Amtrak 
roule operaling cosls and arc potentially avoidable. Cosls coded lo Capital Funclions in this 
Subfamily, such as FN3501. Road Land & Other WIP. and FN3077, SEPTA Joint Benefit 
Capital, tolal almost $86 million and arc not avoidable in this Subfamily. Cosls coded to 
Reimbursable and Recollcctable Functions tolal more lhan $15 million and are also nol 
avoidable. In addition, cerlain ResCens in this Subfamily, such as RC726I, Peninsula 
Maintenance of Rail Line, pertain entirely to Commuters and their costs are nol avoidable. 

It is also important to recogni/e that cosls wilhin this Subfamily are related to track Amtrak owns 
on the NEC, the Keystone Corridor in Pennsylvania, and in Michigan and that most oflhis track 
is used to some extent by Commuters and freighi railroads. Due lo these olher users, the 
incthodology assumes, as a general mle, that Amtrak cannot completely stop maintaining a 
particular track asset even if it were lo completely eliminate all ofils Routes utilizing that asset. 
On the other hand, some costs in this family arc incurred to maintain more minor track assets in 
other areas ofthe country: cosls related to such minor assets that arc specific to a single Amtrak 
Roulc arc assumed lo be avoidable in the long icrm if that Roule is eliminated. For example. 
RC3205, MoW Sanford, FL, only serves the Auto Train, therefore, cosls coded to that RcsCen 
(S313,858 in FY07) are avoidable in the short term ifthe Auto Train were to be discontinued. 
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Finally, except fbr certain single-route-specific ResCens, the approach assumes that costs 
associated with certain Function (e.g., FN 1751, MoW Overhead) arc fixed, while cosls coded to 
other Funclions are at least partially avoidable. Costs that are assuined lo be partially avoidable 
are generally avoidable proportional lo some measure of train activity Ibr all track users 
(Amtrak, commuters, and freight railroads), taking into considerations factors such as train 
weight/axle load, train speed, and/or required track class. Certain maintenance activities, such as 
track inspection, vegetation and snow removal, and track and roadbed cleaning, are scheduled on 
the basis oft ime and. therefore, arc not directly rclated to train activity. For example, while 
track inspection is mandated by regulation and those regulations likely arc more burdensome for 
higher track classes, in practice—according lo Amlrak staft^—track inspection standards arc set 
by company policy and arc consistent across all Amlrak-owncd track. As a result, the 
methodology assumes that inspection cosls are only partially avoidable both overall and relative 
lo track class. 

Detai led Methodology Description 

Rather than perforin a detailed Function by Function analysis to determine the degree lo which 
each Funclion is related lo train activity, this analysis relies on the Fully Allocated cosl 
methodology for the MoW-Track Subfamily to provide a basic breakdown between costs that are 
fixed and those that are potentially avoidable. In the MoW-Track Subfamily's Fully Allocaled 
cosl method, direcl Functions cost are allocated using TUT as a proxy for preferred slalislics, 
such as GTM or TUM. while indirect Funclion costs are allocated using MWDC as ihey are not 
lied directly to train aclivily. Table 8-1 lists the Functions included in the MoW-Track 
Subfamily profile used in the Fully Allocated cost methodology, except for Functions whose 
costs arc unallocated and hence irrelevant lo estimating avoidable costs for Amtrak's routes. 
Utilizing the same distinction between Funclions as in the Fully Allocated cost methodology, the 
Avoidable Cosl mclhodology for this Subfamily assumes that indirect Function costs allocated 
by MWDC are fixed while direct Funclion cosls allocated by TUT are potenfially avoidable. 
Miscellaneous Functions are included in the fixed category as Ihcy are allocated by MWDC. 

Table 8-1: Subfamily #101. Track Subfamily Fully Allocated Cost Profile 
(unallocated Functions excluded) 

Function 

I-N1702 

FN 1703 

FN 1704 

FN 1711 

1N1726 

FNIT.V^ 

Function Description 

Roadway Mainlenance 

Track Maintenance 

Public ROW .Maintenance 

RR Track & Roadway 

Roadway Bldg 
Maintenance 

Roadway Machine 
Mainlenance 

Statistic 

TUT 

TUT 

TUT 

TUT 

TUT 

TUT 

Statistic 
Description 

Total Unit Trips 

Total Unit Trips 

Total Unit Trips 

Total Unil Trips 

Total Unit Trips 

Total Unil Trips 

Cost Category 

Pariially 
.Avoidable 
Partially 

Avoidable 
Partially 

Avoidable 
Partially 

Avoidable 
Partially 

Avoidable 
Partially 

Avoidable 

FY07 
Actual 

Expenses 

3.969.710 

17.122.055 

3.9h5 

(1,631) 

250.679 

1.200.6 IS 
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Function 

FN 1734 

FN 1741 

FN174S 

F M 8 4 4 

FNI131 

FN 1234 

FN 1701 

F M 7 5 1 

F M 7 9 6 

F M 7 9 8 

I 'Nxxw 

Function Description 

Work Equip Maintenance 

Wrecks Slonns Other-Track 
Repairs 

Snow and Ice Removal-
Row 

Vehicle And Equipmeni 
Repairs 

Training Amtrak 

SAP Payroll Adjustments 

MoW Managerial 

.MoW Overhead 

MoW Material Control 

Mt)W Spec Project 

.Ml olher funclions 

Statistic 

TUT 

TUT 

TUT 

TUT 

MWDC 
.MWDC 
MWDC 
MWDC 
MWDC 
MWDC 
MWDC 

Statistic 
Description 

Total Unil Trips 

Tolal l^nil Trips 

Tolal Unit Trips 

Total Unit Trips 

MoW Direcl Co.sls 

MoW Direct Costs 

MoW Direct Costs 

MoW Direct Costs 

MoW Direcl Costs 

MoW Direcl Costs 

MoW Direct Co.sts 

Cost Category 

Partially 
.Avoidable 

Partially 
.Avoidable 

Partially 
.Avoidable 

Partially 
.Avoidable 

1 i\cd 

hxed 

Fixed 

1 i \cd 

h \ed 

1 ixcd 

1 i\cd 

FY07 
Actual 

Expenses 

1.76S.122 

2.266,589 

732,186 

809.948 

2.311,977 

212.7X8 

2.568,069 

20.7X0,700 

5.566 

1.295.489 

1.198.9(v4 

The main costs considered partially avoidable are track maintenance, roadway maintenance, 
repairs rclated to wrecks, storms and other incidents, and work and roadway equipment 
maintenance. Discussions wilh .Amtrak staff confirmed that a large reduction in the number of 
trains would likely impact routine track maintenance costs, particularly those directly related to 
train activity. Aintrak staff slated that acliviiies performed using each of these Functions are 
partially fixed because (1) a large proportion of maintenance cosls arc related to track 
inspections, which arc set by policy and are not related lo activity levels; (2) the same ResCcn 
resources are used for track maintenance, track reimbursable work, and track Capital 
improvements, therefore, a reduction in routine niaintenance and repair activity wi l l not trigger a 
corresponding reduction in ResCcn costs; and (3) certain costs coded lo the track and roadway 
mainlenance functions, such as vegetation and snow removal, arc nol related to train activity. 
These factors, in combination, suggest that even those functions considered variable have a fixed 
component. Absent a statistical approach, eslimaling the share of these function cosls that is 
avoidable must necessarily rely on professional judgment since it is reasonable to assume that 
these eosls would decline i fan entire Aintrak Roule were discontinued. 

Afiter consullation wilh Amlrak staff, the decision was that costs coded to the partially avoidable 
functions detailed above wil l be treated as 50 perceni Avoidable (the .Avoidable Percenlage). 
This refiecls lhe decision lo Ireat other functions as 100 percent Fixed so that the resulting 
proportion of total costs in this Subfamily, which is treated as fixed, is greater lhan 50 percent. 
This Avoidable Percentage wil l be applied to MoW-Track function cosls as detailed in Table 8-1 
above to delermine a Route's long-term .Avoidable Cost. Short-lerm avoidable costs wil l not be 
calculated Ibr this Subfamily. Because the majority of costs arc Capital-related and even those 
partially avoidable costs have a large fixed component, staffing and resource levels would not 
adjust in the short term enough lo calculate a shorl-lcrm Avoidable Cosl amount and are assumed 
to be fully fixed. 

Using the Function detail from Table 8-1 in FY07. $28.3 million (50.2 percent) of MoW-Track 
Subfamily allocated costs are fixed while the remaining $28.1 million (49.8 perceni) arc partially 
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avoidable. Applying the Avoidable Percentage lo the latter, $14.1 million of Subfamily 
operaling costs remain to be considered as Avoidable ifa Route is eliminated. These costs arc 
considered avoidable proportional to train activity of all lypcs. In the Fully Allocaled 
methodology, these operational cosls are allocaled to Amtrak tram. Commuters, and freight 
railroads; however, the notion of Avoidable Cosls only pertains lo those costs that would be 
avoided if Aintrak were to eliminate one ofits own routes. Therefore, the operational costs 
allocated to Commuters and freighi railroads (approximately 44 perceni of MoW-Track 
operational costs) arc also treated as fixed in estimating Amlrak's Avoidable Costs."*' 

After Capital, Reimbursable, Commuter, freighi railroad, and fixed costs arc removed from 
consideration, roughly S7.9 million, only about 5.0 percent of lotal annual Subfamily cosls. arc 
potentially avoidable. These cosls are avoidable in proportion to some measure of activity for 
each Amtrak Roule. The Fully Allocated cost methodology allocates costs based on each train's 
share of TUT. Although TUT is an acceptable statistic for apportioning costs among Amlrak 
trains. Commuters, and freight railroads, it does nol lake into consideration the impact of train 
weight, train speed, and/or required track class. At a minimum, the .Avoidable Cost 
methodology must consider train weight and must distinguish between the Acela Route, which 
requires that track be maintained to a Class 8 standard, and olher Amlrak Routes, which do not 
require that track be maintained to that standard. Costs f'or partially avoidable funclions will be 
treated as avoidable in proportion lo the slalislics specified in Table 8-2. Costs coded lo 
FN 1703. Track Maintenance, which is used to record costs for track mainlenance, repairs and 
inspections, will be treated as avoidable in proportion lo Acela-weighled GTM. Accla-weighlcd 
GTM (AGTM) is a statistic that weights GTM for Acela trains by a factor of 1.2̂ "* to account f'or 
the higher speed al which Acela Irains operate and the higher Track Class required Ibr Acela 
service and non-Accla trains by a neutral factor of 1.0. Functions labeled as partially avoidable 
will be treated as avoidable in proportion to a train's GTM relative lo GTM for all trains. 

Table 8-2: Subfamily //IOI. Track Subfamily Avoidable Cost Prollle 
(unallocated Functions excluded) 

Function 

FN 1702 

FN 1703 

FN 1704 

FN1711 

J-N1726 

F\ 1733 

FN 1734 

FM741 

FN 1748 

Function Description 

Roadway Maintenance 

Track Maintenance 

Public ROW .Maintenance 

RR Track & Roadway 

Roadway Bldg Maintenance 
Roadway .Machine 

Work l£quip Mainlenance 
Wrecks Storms Other-Track 

Snow and Ice Removal-ROW 

Statistic 

GTM 

AGTM 

GT.M 

GTM 

GTM 

GTM 

GTM 

GTM 

GTM 

Statistic Description 

Gross Ton Miles 
Acela-Wciuhted Ciross Ton 

("irossTon Miles 

(irossTon Miles 

Gross Ton Miles 

Gross Ton Milcs 

Gross Ton Miles 

Ciross Ton Miles 

Gross Ton Miles 

Cost Category 

Partially Avoidable 

Partially Avoidable 

Partially .Avoidable 

Partially .Avoidable 

Partially .A\oidable 

Partially .A\oidable 

Partially .Avoidable 

Partially .Avoidable 

Partially .Avoidable 

•" Freight and Commuter CiTM were roughly 43.7 perceni oftotal GTM on Amtrak track in the Northeast in 2006 
according to a September 2007 benchmarking study produced by Aintrak The fully allocated cosl methodology 
allocates the function cosls labeled Partially Avoidable in Table 7-1 above using TL'T as a pro.xy for GTM because 
Amtrak docs not have an automated .source of GTM data Ibr Commuters and freight railroads. 
" The weighting faclor for Acela trains will be evaluated in consultation with .Amtrak and will be the subject ofa 

subsequent technical sludy. 
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Function 

FN 1844 

FM131 

FN 1234 

F\M701 

FM751 

FM796 

FM798 

FN\.\.\x 

Function Description 

Vehicle .And Equipment 

Training Amlrak 

S.AP Payroll .Adjustments 

MoW Managenal 

MoW Overhead 

MoW Matenal Control 

MoW Spec Projects 

•All other functions 

Statistic 

CJTM 

N/'A 

N'A 

N/'A 

N/A 

N.'A 

N/A 

V A 

Statistic Description 

Gross Ton Miles 

Cost Category 

Partially .Avoidable 

Fixed 

Fixed 

1 ixed 

Fixed 

Fi,\ed 

Fixed 

Fixed 

Summary 

While this approach relies to a great extent on professional judgment regarding the nature of 
Function costs, it improves upon the unreasonable premise that MoW-Track cosls are completely 
fixed. After Capilal. Reimbursable, Commuter, and freight railroad costs arc excluded from 
consideration as Avoidable with respecl lo Amlrak routes (i.e., assuined as fixed), the remaining 
operational costs in the MoW-Track Subfamily are classified by their functions as cither fixed or 
partially avoidable. Costs for parfially avoidable funclions are multiplied by the Avoidable 
Percentage, 50 percent I'or this Subfamily, and then allocaled to trains using either GTM or 
AGTM depending on the function and then aggregated to determine a Route's avoidable cost for 
MoW-Track. 

8.1.2 MoW Communications & Signal Subfamily 

Family: 
Subfamily: 
Approach: 

MoW-#100 
MoW Communications & Signal - #102 
Fixed 

Scope 

The MoW C&S Subfamily maintains Amtrak's communications systems, such as telegraph, 
telephone, radio systems, and train signal and interlocking systems. It also perfomis 
maintenance on communications-relaled buildings, ROW, and olher facililics along the NEC and 
at other facilities, all of which serve multiple Routes. 

Subfamily expenditures for FY07 were $92.7 million and account Ibr 2.2 percent of Amtrak's 
lolal expenditures. 

Avoidable Cost Approach 

Based on qualitative analysis and professional judgment, the determination was virtually all of 
the costs in this Subfamily are fixed with respecl to a single Amlrak roule. Amlrak is required to 
maintain these assets, irrespective oflhe level of train service that it operates. Furthemiore, afier 
consultation with Aintrak MoW field staff and management, il was determined thai the level of 

149 

Declaration of Maximil ian R. Johnson - Exhibit D 



Methodology for Amtrak Cost Accounting 

maintenance aclivily is essentially unrelated to the level of train activity and thus .Avoidable 
Cosls for a particular roulc would nol be significant or measurable. 

Summary 

Cosls in the C&S Subfamily are 100 perceni fixed wilh respect to a single Amtrak Route due lo 
Amtrak's obligation to maintain these as.sets f'or Amtrak's multiple .services and olher users. 

8.1.3 MoW Electric Traction Subfamily 

Family: MoW-#100 
Subfamily: .MoW Electric Traction - #103 
Approach: .Mixed-Detailed 

Scope 

The MoW Electric Traction (MoW-ET) Subfamily operates the electric propulsion systems and 
performs maintenance and capilal work on Amlrak's eleclric transmission infrastructure. This 
infrastructure includes the catenary and support apparatus, transmission systems between power 
plants and the network, power substations along the corridor, as well as the structures that house 
these systems. Operating cosls also include salaries and benefits Ibr power directors and load 
dispatchers. 

Tolal Subfamily expenditures fbr FY07 were $65.2 million, including $37.3 million in Capital 
and Reimbursable expenses that are not operaling costs for Amtrak irains. The remaining $27.8 
million represents Amtrak's allocated operating costs. 

Avoidable Cost Approach 

Statistical methods were not used to estimate an avoidable cost equation f'or this Subfamily. 
Instead, the MoW-ET Subfamily utilizes a disaggregated deductive approach lo estimate 
avoidable cosls. The majority of expenditures in this Subfamily represent Capital and 
Reimbursable work. Only $27.8 million or 42.7 perceni oftotal costs correspond lo operaling 
costs. This sum includes both fixed and avoidable costs. Rather than perform a detailed analysis 
of individual Functions lo detemiine the degree to which each Funclion is related lo train 
acfivily, the approach relies on the Fully Allocated cosl methodology for the Subfamily lo 
provide a basic breakdown between costs that are fixed and those that are potentially avoidable. 

In the MoW-ET Subfamily's Fully Allocated Cost method, direct Functions are allocated using 
Electric Unil Milcs (EUM). However, indirect costs are allocated by MoW Direct Cosls 
(MWDC) as they are not tied directly lo train activity. 

Table 8-3 lists the Funclions included in the MoW-ET Subfamily Profile used in the Fully 
Allocaled methodology, but with the unallocated Functions excluded. As indicated in the table, 
indirecl costs arc allocaled to trains based on MWDC, which represents their proportional share 
oftotal MoW-ET Subfamily direct costs (as allocated by EUM). Using the .same distinction 

1.̂ 0 
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between Functions are in the Fully .Allocated methodology, the Avoidable Cosls methodology 
Ibr this Subfamily assumes that indirect Funcfion costs allocated by MWDC are fixed while 
direct Function costs allocated by EUM are potentially avoidable. In this Subfamily, 
miscellaneous Functions are included in the fixed category as they are allocated by MWDC. 

Table 8-3: Subfamily ?? 103, Electric Traction Function Profile (unallocated Functions 
excluded) 

Function 

FNI 131 

FN 1234 

FM701 

IN1718 

FN1719 

FN 1724 

FN 1747 

FM751 

FN 1796 

FN 1798 

F M 8 4 4 

F N \ \ \ x 

Function Description 

Training - Amlrak 

SAP Payroll 
.Adjustments 

MoW Managerial 

Power Transmission 
Syslem Maintenance 

Power Transmission 
System Operations 

Power Plant & 
Substation Maintenance 

Wrecks Storms Olher-
l:.T Repair 

MoWO\erhead 

MoW Matenal Conlrol 

MoW Special Project 

Vehicle And Equipment 
Repairs 

A l l other functions 

Statistic 

MWDC 

MWDC 

MWDC 

EUM 

EUM 

EUM 

h U M 

MWDC 

MWDC 

MWDC 

l-:UM 

MWDC 

Statistic 
Description 

MoW Direct Costs 

MoW Direcl Costs 

MoW Direcl Costs 

Electric 
l.ocomolivc Unil 

Miles 

Electric 
Locomotive Unit 

Miles 

Eleclric 
Locomotive Unil 

Miles 

F.lccinc 
Locomolive Unit 

Miles 

MoW Direct Costs 

MoW Direcl Costs 

MoW Direct Costs 

l-.lcctric 
Locomolive Unit 

Miles 

MoW Direct Costs 

Cost Category 

Fixed 

Fixed 

Fixed 

Partially Avoidable 

Partially Avoidable 

Partially Avoidable 

Partially .Avoidable 

Fixed 

Fixed 

Fixed 

Partially Avoidable 

1 ixed 

FY07 Actual 
Expenses 

."^1.834,556 

S 182.921 

.S4.174,365 

S4.608,274 

S l . l 83.660 

S2.445.008 

S692.861 

S9,022.330 

S56,050 

S 1,196.607 

S330.233 

52.109.948 

The costs considered partially avoidable arc (I) repair and maintenance eosls ofthe power 
transmission systems that arc not perfonned as part ofcapital projects, such as wreck, weather, 
or olher repairs; (2) costs for mainlenance oflhe power plants and substations used in the MoW-
ET system: and (3) operating costs ofthe MoW-ET system, including the labor cosls of system 
power directors and load dispatchers. 

Discussions with Amtrak MoW stall suggest that the cosls for activities performed using each of 
the direct cosl Funclions are partially fixed, meaning, they are less lhan 100 perceni avoidable. 
In particular, MoW-ET staff stated that (1) as lhe NEC is currently not at a "stale of good repair." 
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the majority of activity is focused on capilal work and most repairs arc done as part ofcapital 
projects and thus excluded from consideration as avoidable operating cosls; (2) inspection costs 
are focused on critical elenienls oflhe MoW-ET system that must be inspected regardless of 
activity levels; (3) not all types of repair costs are related lo train activity, such as tree and 
vegetation clearing; and (4) the signal system is powered through the MoW-ET infrastructure 
and some ofthe transmission systems would need to be maintained even if Amlrak operated no 
electric trains. 

These factors in combination suggest that even direct cost Functions have a fixed component. 
Absent a slalislieal approach, idenlifying the share of these costs that is Avoidable is based on 
professional judgment since it is reasonable lo assume that these costs would decrease ifan 
enlirc Amlrak roulc were discontinued. After consultation wilh Aintrak staff, il was assumed 
that costs associated wilh direct Functions would be considered 50 perceni avoidable. This 
rellecls the decision to treat olher funclions as 100 perceni Fixed so that the total fixed portion of 
costs in this Subfamily is more lhan 50 percent. This Avoidable percentage will be applied to 
MoW-ET costs to determine a route's long-term Avoidable Cost. Short-term Avoidable Cosls 
will nol be calculated Ibr this Subfamily. As the majority of expcndilures are capital-related and 
even those partially Avoidable Costs have a large fixed component, staffing and resource levels 
would not adjust in the short term enough to calculate a short-term Avoidable Cost figure and are 
assumed to be fully fixed. 

Using the Function detail from Table 8-13. in FY07, SI 8.6 million (59.2 percent) of MoW-ET 
Subfamily allocaled costs were fixed whereas the remaining $9.3 million arc partially avoidable. 
.Applying the Avoidable Percentage to these cost.s, S4.6 million oftotal Subfamily operating 
cosls remain that are considered avoidable proportional to train activity. In the Fully Allocated 
methodology, these operaling costs arc allocaled by EUM to both Amtrak and commuter irains. 
However, the notion of Avoidable Costs only pertains to those costs that would be avoided if 
Amtrak were lo eliminate one ofits own routes. Therefore, the operating co.sts allocated lo 
Commuters (roughly 40 percent of MoW-ET operaling costs) are also fixed with respect to 
Amlrak's Avoidable Cosls. 

After Capital, Reimbursable, Commuter, and fixed cosls are reinoved from consideration, 
roughly S2.9 million, less than 5 percent ofthe total annual Subfamily expenditures, is the 
estimaie of Avoidable costs based on FY07 data. This remainder is avoidable in proportion lo 
each Amlrak route's share of EUM. 

Summary 

While this approach relies on professional judgment regarding the nature of Function costs, it 
improves upon the unreasonable prcmi.sc that MoW costs are completely fixed. After Capilal. 
Reimbursable, and Commuter costs are eliminated from consideration, remaining operating costs 
in the MoW-ET Subfamily arc classified by their Functions as either Fixed or Partially 
Avoidable. Costs for the Partially Avoidable Funclions arc multiplied by the percent avoidable, 
which is set al 50 percent for the Subfamily and aggregated to determine a route's .Avoidable 
MoW-ET Costs 

152 

Declaration of Maximilian R. Johnson - Exhibit D 



Methodology for Amtrak Cost Accounting 

8.1.4 M o w Bridges & Buildings (B&B) Subfamily 

Family: MoW-#100 
Subfamily: MoW Bridges & Buildings - #104 
.Approach: Fixed 

Scope 

The MoW B&B Subfamily maintains a subset of Amtrak's physical assets, including tunnels, 
bridges, culverts, overhead highway bridges, signs, and buildings, both for the MoW Family and 
for other Amlrak departments. 

Subfamily expenditures for FY07 were $62.5 million and account Ibr 1.5 pereent of Amlrak's 
tolal expenditures. 

Avoidable Cost Approach 

Based on qualitative analysis and professional judgment, il was determined that these costs arc 
fixed wilh respecl to a single Amlrak route. Amtrak is required to maintain these assets, 
irrespective oflhe level of service that it operates. Furthermore, after consultation with Amtrak 
MoW field staff and management, it was determined that any Avoidable Cosls Ibr a parlicular 
roule would nol be significant or measurable. 

Summary 

Costs in the B&B Subfamily are 100 percent fixed wilh respect to a single Amtrak Roulc due to 
.Amtrak's obligation to maintain its assets for Amtrak's mulliple services and other users. 

8.1.5 MoW Support Subfamily 

Family: MoW-#100 
Subfamily: MoW Support - #105 
.Approach: Fi.xed 

Scope 

The MoW Support Subfamily performs general support acliviiies for ResCens in the olher MoW 
Subfamilies (Track, C&S. ET and B&B). These activities include management and supervision, 
training, material conlrol and procurement, support Ibr work, wire and wreck trains, planning 
and support fbr specific capilal projects, and related activities. 

Subfamily expenditures for FY07 were S248.1 million and account Ibr 5.8 percent of Amtrak's 
lolal expcndilures. 
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Avoidable Cost Approach 

This Subfamily supports and manages the other MoW Subfamilies, whose costs arc largely 
fixed. Based on qualitative analysis and professional judgment, il was determined that eosls 
incurred in this Subfamily are by their nature overhead Ibr the MoW Family and fixed with 
respect lo a single Amtrak roule. Amlrak is required to maintain most ofils assets, irrespective 
ofthe level of service that it operates. Furthermore, after consullation wilh Amlrak MoW field 
StalTand management, it was detemiined that any Avoidable Cosls Ibr a particular route would 
nol be significant or measurable. 

Summary 

Costs in the MoW-Supporl Subfamily are 100 percent fixed with respect lo a single .Amlrak 
Route. This Subfamily supports the other MoW Subfamilies, who.sc cosls are largely fixed due 
to Amtrak's obligation to maintain its assets for Amtrak's multiple services and other users. 

8.2 MoE Family 

8.2.1 MoE Turnaround Subfamily 

Family: MoE - #200 
Subfamily: MoE Turnaround - #201 
.Approach: Mixed-Statistical 

Scope 

The MoE Turnaround Subfamily performs cleaning, inspections, and minor repairs on Aintrak 
irains and Amtrak-operated commuter trains before each departure and also enroute. Turnaround 
facilities can work exclusively on cars, locomotives, or both types of equipment. At some 
locations, turnaround services are performed by outside contractors rather lhan Amlrak 
employees. Additionally, the Turnaround Subfamily includes Amtrak employees known as 
"train riders" accompany irains and performs minor enroute repairs as required. 

Subfamily costs Ibr FY07 were Sl 13.8 M and aceounl for 2.7 percent of .Amtrak's lolal costs. 

Regression Data 

Three years of cost and aclivily dala Ibr the Turnaround Subfamily RcsCens were assembled and 
analyzed as a panel dataset. Not all ResCens were included; specifically. ResCens 4306. 6652, 
6660. 7281, 7172, 7150, 7162, 7173, 4306. and 7281 were removed from the analysis because 
they served eommuter rail service and the focus oflhe Avoidable Cosl analysis is only on the 
.Amtrak routes. RcsCens 6669, 7963, and 7160 were also removed from the analysis due lo lack 
of acfivily data. RcsCens 3118, 3119, 3120 were excluded because (I) they only serve Amlrak's 
single speed rail route and are Iherefore Hilly avoidable by definition, and (2) they have differcnt 
cost characteristics from ResCens serving standard Amlrak routes. Eight ResCcns were 
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combined inio two ResCcn groups (RC4252-55, RC4433-38) because they shared tumaround 
responsibilities al the same localions. 

Statistical Model and Results 

Linear, log-log, and linear-log functional forms were tested for the 'fumaround Subfamily, fhe 
log-log relationship was found to have the best statistical fit for this Subfamily. Long-run 
.Avoidable Cosls were found to be larger lhan short-run Avoidable Costs, which is intuitively 
correct. 

Turnaround cosls rise at a decreasing rate wilh increases in passenger activity. This indicates 
that the Turnaround Subfamily exhibits economics of scale. Turnaround cosls change more 
dramatically in the long-run compared to the shorl-run. indicating that .some cosls exist that 
cannot be avoided within a year ofa change in activity levels. 

Tumaround RcsCens run by contractors were expected to have a differcnt long-run cost function 
because their cost structure has less rigidity. Therefore, a coniracl dummy was included in the 
estimation ofthe long-mn (belwccn-effccts) model. The contraci dummy was found lo reduce 
the constant f'or conlraetor-staffcd ResCens relative to the Aintrak staffed tumaround ResCcns. 
As a result, contract-staffed turnaround RcsCens have larger Avoidable Costs than Anitrak-
slaffed ResCens for a given reduction in activity because the change occurs at a poinl where 
economics of scale have a smaller effect, such as the cost changes (savings) arc larger as activity 
is reduced. 

Including a contract dummy in the short-run (fixed-effects) model would be slalislieally 
inappropriate. The short-run model measures changes in cosls due lo activity changes from one 
period to another, but does not take into account differences belween ResCens, for example, it is 
focused on differences over time and essentially ignores differences between RcsCens. Thus, it 
is not designed to identify differences between types of ResCens such as contract versus 
noncontract. 

The overall statistical results for the panel dataset are provided in the following table. 

Equation 

Observations 

R-square 

Ln(Cost) - Constant + B * lii(TUT) 

135 

0.243 

The short-run (fixed-elTecls) model results are provided in the following table. 

Constant 

TUT 

Coefficient 

8.72 

0.50 

Significance Level 

99% 

99% 
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The long-run (bclween-cffecls) model results are provided in the following table. 

Constant 

Contract 

TUT 

Coefficient 

7.62 

-0.46 

0.61 

Significance Level 

99'M. 

70%. 

99%, 

These regression equafions arc used lo generate predicted ResCen costs before and afier a route 
is eliminated. Avoidable Cosls are calculated by applying the resulting percentage change in 
predicted cosls to aclual RcsCen costs. 

8.2.2 Locomotive Maintenance Subfamily 

Family: 
Subfamily; 
.Approach: 

MoE - #200 
Locomotive Maintenance - #202 
Mixed-Statistical 

For purposes of developing an .Avoidable Cosl methodology, the Locomotive Mainlenance 
Subfamily was combined with the Car Maintenance Subfamily. The analysis and results are 
described in Section 8.2.3 below. 

8.2.3 Car Maintenance and Locomotive Maintenance Subfamilies 

Family: 
Subfamilies: 
.Approach: 

MoE - #200 
Locomotive Maintenance - #202 and Car Maintenance - #203 
Mixed-Statistical 

Scope 

The ResCens in Subfamilies 202 and 203 perforin maintenance work on Amtrak's diesel and 
electric locomotives and on ils passenger coaches and other lypes of cars, respectively. The 
work performed in these Subfamilies includes both preventive maintenance and as-needed 
maintenance. No significant capital work is undertaken in this Subfamily: instead, the Backshop 
Subfamily performs such capilal work. 

Locomotive Maintenance Subfamily expenditures fbr FY07 were $54.9 million and account fbr 
2.7 percent of Amlrak's lolal, whereas Car Maintenance Subfamily expenditures were $41.7 
million and account Ibr 1.0 percent of Amtrak's lotal expenses. 

Regression Data 

Activity and cosl data for these Subfamilies were available from 2005 through 2007. Afier an 
initial examination ofthe data, three ResCcns within Subfamily 202 that had negative cosls were 
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removed from the datasel leaving six RcsCens wilh 18 observations. Subfamily 203 contained 
eight ResCens and with 24 observations. To be able lo capture statistically valid information on 
how activity affects costs at these Re.sCens, a combined dataset was created using cost and 
activity information Ibr Families 202 and 203. The combined datasel had 42 oKservations across 
14 ResCens. Activity statistics tested were selected based on their logical and intuitive 
rclationship wiih cosl levels at these ResCens. 

Statistical Model and Results 

A preliminary examination of scatter plots of cost against activity suggested that a linear form 
equafion best captures the rclationship between these variables. Olher functional forms, such as 
log-log and log-linear, were also examined. For the combined 202 and 203 Subfamilies, the 
linear form equation provided the best explanaiion of changes in cosls relative to activity. 

The most appropriate model was selected by examining regression statistics and using insight 
into which activities would logically drive eosls for these Subfamilies. The statistical tests 
provided guidance on which specification captured mosl ofthe variation in Avoidable Costs 
relative lo a parlicular activity. The best specification was found when using a linear model and 
TTM as the activity statistic. 

The overall statistical results Ibr the panel dataset are provided in the following lablc. 

Equation 

Observations 

R-squarc 

Cost = Constant + B * TTM 

42 

0.53 

The short-run (flxed-cll'ccts) model results are provided in the following lablc. 

Constant 

TTM 

Coefficient 

1.403,475 

0.38 

Significance Level 

85% 

99% 

The long-run (between-effects) model results are provided in the I'ollowing table. 

Constant 

TTM 

Coefficient 

-1,241,950 

0.63 

Significance Level 

48% 

99% 

These results indicate a linear relationship between cosls vvilhin these two maintenance 
Subfamilies and TTM. The linear equation form shows no appearance of any economics of scale 
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Ibr these Subfamilies. The increase in the coefficient on TTM belween the shorl-run and long-
run equations provides evidence that the potential Ibr costs savings is higher in the long run. 

These regression equations are used to generate predicted RcsCcn cost before and afier 
elimination ofa route. Avoidable Costs are calculated by applying the percenlage change in 
predicted costs to aclual ResCen costs. 

8.2.4 MoE Support Subfamily 

Family: MoE-#200 
Subfamily: MoE Support - #204 
.Approach: Mixed-Statistical 

Scope 

The MoE Support Subfamily performs managerial, administrative, material control, and other 
activities in support of turnaround servicing, rolling stock maintenance and repair, and 
component work performed in lhe various Amtrak mechanical shops. 

Subfamily expcndilures for FY07 were S68.7 million and account for 1.7 percent of Amtrak's 
total expenses. 

Regression Data 

Cost and associated aclivily data were available for this Subfamily for the 3-year period from 
2005 through 2007. An initial examination of these data showed many ResCens wilh costs, but 
no associated activity. Additionally, some ResCens had negative cost dala. These ResCcns were 
removed from the regression dataset. Activity slalislics were selected Ibr testing based on 
whether they measured activities that would logically alTect costs at these RcsCens. 

Statistical Model and Results 

A preliminary examination of scatter plots suggested that the relationship belween ResCcn cost 
and train aclivily is best represented by transforming the data into log form. Fixed, between and 
random-effects models were tested using bolh log form and linear form dala. The best model 
was selected by examining regression slalislics and using professional judgment regarding which 
types of train activities would logically drive RcsCen costs for this Subfamily. Statistical tests 
provided guidance on which specification best explained the variation in ResCen costs relative to 
changes in train activity. Log I'orm equations exhibited the best fit in terms of explaining this 
variation. Using this functional form, TTM was selecled as the best predictor of RcsCen costs 
out ofthe available train activity statistics. 

Long-run Avoidable Costs were found to be slatistically equivalent to short-run Avoidable Costs. 
A Hausman test was used to verify that the random-effects results are statistically equivalent to 
the fixed-effects results. Thus, the random-effects results represent the best estimate of both 
long- and short-mn Avoidable Cosls fbr the Transportation Support Subfamily. 
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The overall statistical results Ibr the panel dataset arc provided in lhe following table. 

Equation 

Observations 

R-square 

Ln(Cost) = Constant + B * In(TTM) 

177 

0.42 

The short-mn and long-run (random-effects) model results are provided in the I'ollowing table. 

Constant 

T T M 

Coefficient 

1.72 

0.72 

Significance Level 

82% 

99% 

These results show a positive relationship between Transportalion Support costs and TTM. The 
equation is specified in log-log form, which indicates the existence of economies of scale for this 
Subfamily. The potential for cost savings for this Subfamily are statistically equivalent across 
the short and long run. suggesting that all cosls that can be avoided are avoidable wilhin a year of 
a change in activity levels as measured by TTM. 

This regression equation is used to generate predicted ResCen costs before and after a route is 
eliminated. Avoidable Cosl is calculated by applying the percentage change in predicted cosl to 
actual ResCen cosls. 

8.2.5 MoE Multiple Subfamily 

Family: 
Subfamily: 
Approach: 

MoE - #200 
MoE-Multiple-#205 
.Mixed-Detailed 

Scope 

RcsCens in the MoE-Multiple Subfamily do nol perforin one primary activity, bul rather perfomi 
multiple mechanieal-relaied activities using various Functions that are typically used in olher 
Subfamilies within the MoE Family. The ResCens in this Subfamily perform two or more main 
activities to a degree that precludes their inclusion in a single Subfamily. The types ofactivities 
performed at these ResCens include turnaround servicing, locomotive maintenance, and car 
maintenance. 

Subfamily expenditures for FY07 were S123.4 million and account for 3.0 percent of .Amtrak's 
total expenses. 
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Avoidable Cost Approach 

The Fully Allocated Cost methodology for the MoE-Multiple Subfamily relies upon the 
allocation methodologies used in the MoE-Tumaround. Locomotive Maintenance, Car 
Maintenance, and Support Subfamilies. Expenditures coded lo cerlain Functions in the MoE-
Multiple Subfamily are allocated using the same rules used lo allocate expenditures coded to the 
same Funclions in other MoE Subfamilies. This approach ensures that similar lypes of 
expenditures are allocated in a consistent manner within the enlirc MoE Family. 

The Avoidable Cost approach Ibr the MoE-MuItiplc Subfamily utilizes a similar strategy. 
Estimating Avoidable Costs for the MoE-Mulliple Subfamily is not possible using a single 
method because expenditures in this Subfamily are coded lo many unrelated Functions. 
Furthermore, each ResCcn may use multiple types of Functions. Therefore, grouping RcsCens 
together by Function into Subcategories is not possible wilhin the MoE-Mulfiple Subfamily to 
conduct a separate statistical analysis. 

To provide insight into the Avoidable Cost stmcture within the MoE-.Mulfiple Subfamily, cosls 
were grouped by Function and then by the MoE Subfamily in which the Function typically is 
ufilized. L'sing this approach, costs in this Subfamily can be categorized as follows: 

Table 8-4: Expenditures in the MoE-Mulliple Subfamily Related to other MoE Subfamilies 

Related MoE Subfamily 

Turnaround Service 
Car Maintenance 
Support 
Locomotive Maintenance 
Direcl lo Capilal or Commuter 
Miscellaneous 

FY07 
Expenditure 

(millions) 

S50.7 
$31.0 
$30.4 
$12.7 
$14.4 
SI.2 

Share of MoE-Multiple 
Subfamily 

36.1% 
22.1% 

21.7% 
9.1% 

10.2% 
0.9"/,, 

The main expenditures within Ihis Subfamily arc related to Turnaround Service. MoE Support 
and Car Maintenance activities. Together these activities account for more than three-quarters of 
all expenditures within the MoE-Mulliple Subfamily. Locomotive maintenance accounts for a 
much smaller portion as do expenditures coded directly to a specific customer. 

Grouping MoE-Multiple Subfamily costs by Funclion allows Avoidable Cosl statistical results 
from the other directly related MoE Subfamilies lo be extrapolated lo this Subfamily. For 
example, to estimate the avoidability of Turnaround costs wilhin the MoE-Multiple Subfamily, 
the Avoidable Cost equation for Turnaround Subfamily #201 is used. Because the relationship 
belween Turnaround cosls and activity can be assumed lo be the same between this Subfamily 
and the Turnaround Subfamily, the results from the statistical analysis of cosls and activity in the 
Turnaround Subfamily can be applied to estimate .Avoidable Cosls Ibr Turnaround Functions in 
the MoE-MultipIc Subfamily. 
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The same approach is applied to each ofthe major Subfamily cosls identified in the MoE-
Multiple Subfamily. The matching statistical results used arc as follows: 

Table 8-5: .Approach Used Wilhin the .MoE-Mulliple Subfamily 

Related MoE 
Subfami ly 

Turnaround Service 
Car Maintenance 
MoE Support 
Locomotive Mainlenance 

Approach Used 

Subfamily #201 Avoidable Cost Equation 
Subfamily #202/203 Avoidable Cost Equation 
Subfamily tf204 .Avoidable Cost Equation 
Subfamily tf202''203 Avoidable Cosl Equation 

This approach allows the statistical analyses from closely related MoE Subfamilies to be used to 
estimate .Avoidable Costs wilhin the MoE-Mulliplc Subfamily. Through this approach. 
Avoidable Cosls can be eslimated Ibr approximately 80 percent of all activity-related costs in the 
MoE-Multiple Subfamily. 

Cosls associated wilh miscellaneous Functions that cannot be analyzed using the above approach 
are treated as Fixed within the MoE-Multiple Subfamily. Expenditures associated with the 
Reimbursable business, such as equipment repair expenditures for Commuter agencies, are not 
allocated lo Amlrak trains and arc automatically excluded from Avoidable Cosl eslimalcs. 
Capital expenditures within this Subfamily becoine part of Amtrak's capilal assets and are 
included in the Capilal Subfamily #701 and follow that Subfamily's .Avoidable Cost method. 

Summary 

The MoE-Multiple Subfamily is composed of RcsCens that perform several activities normally 
associated wilh different Subfamilies within the MoE Family. To calculate Avoidable cosls Ibr 
this Subfamily, functions within the MoE-Multiple Subfamily that are associated with another 
MoE Subfamily use that Subfamily's statistically eslimated equation parameters (see Table 8-6 
Ibr specific details). For example, functions associaled wilh the Turnaround Family use that 
Subfiimily's equations. Thus, the various funclions use another Subfamily's statistically 
eslimated equation parameters or arc classified as Fixed or are excluded from the analysis. 

Table 8-6 summarizes the Avoidable Cost estimation approach for this Subfamily by Funclion. 

Table 8-6: Grouping of Functions by Subfamily within MoE-Multiplc -#205 

Function Function Description 

Use the Avoidable Cost Equation for MoE Turnaround - #201 

FNI82I 

FN 1828 

FN 1862 

Locomotive Electric Turnaround Service 

Car Tumaround Service 

Locomotive Diesel Turnaround Service 

Use the Avoidable Cost Equation for Locomotive Maintenance/Car Maintenance 
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Function Function Description 

-#202/#203 

FN 1822 

FN 1823 

FN 1824 

FN 1825 

FN 1826 

FNI827 

FM863 

FN 1864 

FN 1865 

FN 1866 

FN 1867 

FN 1820 

FN 1829 

FN 1830 

FN 1831 

FN 1832 

FN 1833 

FNI8.M 

FN 1836 

FN 1839 

FNI84I 

U s e t 

FNI 131 

FNI 182 

FNI 198 

FN 12.34 

FN 1801 

FN 1806 

FN 1807 

FN 1808 

FN18I2 

FNI814 

FN 1835 

FN50()0 

FN 1844 

FNI85I 

FN 1875 

Locomotive Electric Program Service 

Locomotive Electric Bad Orders 

Locomolive Electric Light Overhaul 

Locomolive Eleclric Modifications. Conversions and Testing 

Locomotive Electric Wreck & A\ecidcnt 

Locomolive Warranty 

Locomotive Diesel Program Service 

Locomotive Diesel Bad Orders 

Locomotive Diesel Light Overhaul 

Locomotive Diesel Modifications, Conversions and Testing 

Locomotive Diesel Wreck & Accident 

Special Trains VloC 

Car Program Maintenance 

Car Bad Orders 

Car Modifications. Conversions, and Testing 

Car Light Overhaul 

Car Wreck & Accident 

Car Wairanty 

Freeze Damage Repair 

Progressive Overhaul 

Car E-Clcan and Fumigation 

he Avo idab le Cost Equat ions f o r M o E Suppor t - #204 

Training Amlrak 

Lighl Duty 

General Support - Special Projects 

S.'\P Payroll .Adjustments 

MoE Managerial 

MoE Shop Facility 

MoE Shop Equipmeni 

MoE Supervisory Clerical & Office 

Mechanical Shop-Snow, Ice, & Exceptional Weather Exp 

M of E Overhead 

Component Rework 

Project Support-MoE 

Vehicle And Equipment Repairs 

Contract Roll Slock Management/Mainienancc 

Environmental Activities 
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Function 

TNI 876 

FNI197 

FN 1997 

FN2302 

FN 1999 

FN20I I 

FN2036 

FN2040 

FN3000 

FN.300I 

FN3002 

FN3003 

FN3()04 

FN350I 

FN404() 

FN 1631 

FNI8I5 

FNI8 I6 

FN 1889 

FN 1988 

Function Description 

Environmenlal Remediation Projects 

Reimbursable General Support 

MoE Reimbursable 

Recollcctable MoE 

Conn DOT Commuler .Agreement MoE 

New .lerscy Transit 

Maryland DOT 

Virginia Rail Express 

Equipmenl-Rcinaniifacturc 

Equipment-Overhaul 

Equipment-Wreck Repairs 

Equipment New .Acquisition 

Equipment-Other Modifications 

Road Land & Olher WIP 

Commercial General Support 

Train Operations 

MoE-Vacation/l-loliday/Nonprodiietivc Labor 

MoE Malerial Conlrol 

MoE Special Projects 

Passenger Common Train Fiiders 

Fixed Costs 

FNXXXX .All Other Functions 

8.2.6 High Speed Rail Maintenance Subfamily 

Family: 
Subfamily: 
.Approach: 

MoE - #200 
HSR Maintenance - #206 
.Avoidable 

Scope 

The HSR Maintenance Subfamily perfomis all activities rclated to maintaining .Amtrak's high 
speed rail (Acela) equipment, including rolling slock maintenance, turnaround servicing, 
nianagement. and support activities. The Subfamily consisls of six ResCens dedicated to 
servicing only equipmeni used on the Acela Express route. Additionally, Amtrak contracts wilh 
Alstom to manage material control f'or Acela trains, including the supply of overhaul packages, 
scheduled maintenance kits, other maintenance materials, and technical assistance. 

Subfamily expenditures Ibr FY07 were $64.1 million and account for 1.5 percent of Amlrak's 
total expenses. 
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Avoidable Cost Approach 

Ifthe Acela Express roulc were eliminaled, in the long run, operations at RcsCens responsible 
Ibr mainlaining Acela trainsets would also be eliminated and the facilities and equipment at those 
ResCens would be sold or otherwise disposed of Thus, long-mn costs fbr this Subfamily arc 
100 percent Avoidable. In the short run. most or all oflhe staff al these ResCcns would likely be 
maintained to administer lhe decommissioning process and mosl ResCcn cosls vvould not be 
.Avoidable.'*^ 

8.2.7 Backshop Subfamily 

Family: MoE - #200 
Subfamily: Backshop - #207 
Approach: Mixed-Detailed 

Scope 

The ResCcns in the Backshop Subfamily perforin major repairs and capilal overhauls, and 
produces and repairs components. They also perform some minor car and locomotive 
maintenance and servicing. The majorily of expenditures in this Subfamily arc Capilal 
expenditures, followed by component-related and other maintenance work. 

Subfamily expenditures for FY07 were S202.4 million (inclusive of transfer credits) and 
accounted Ibr 4.9 percent of Amtrak's total expenses. 

Avoidable Cost Approach 

The Backshop Subfamily is similar to the MoE-Multiple Subfamily in that il perforins a wide 
range of MoE-relaied activities, including locomotive and car maintenance and support 
activities, in addilion to major repairs and capital overhauls and component work. The Backshop 
Subfamily uses the same Avoidable Cost approach as the MoE-Multiple Subfamily above, which 
relies on the methodologies used in. and the Avoidable Cost equations developed for. the MoE-
Tumaround, Locomolive Maintenance. Car Maintenance, and MoE-Support Subfamilies. 

In the MoE-Multiple Subfamily, expenditures coded to certain Funclions are allocated using the 
same rules used lo allocate expenditures coded to the corresponding functions in olher MoE 
Subfamilies. This approach ensures that similar types of expenditures arc allocated in a 
consistent manner within the entire MoE Family. The Avoidable Cost approach for the 

Tins methodology does not estimate costs Ibr Ihe transition period between the first year and the long term 
However, it is notable thai these ResCens would be a special case if such analysis were done. In the transition 
period between lhe short and long run. sUi 11"cosls likely would be rapidly reduced, bul suiIT reductions would be 
subject lo labor protection provisions in .Amtrak's collecli\e bargaining agreements \c\erlhcless. because other 
equipmeni maintenance tacililies ser\icing other routes exist in the same geographic locations, .slalTin the IISR 
Vlaintenance Subfamily ResCens is likely to be offered positions as they become available due lo attrition, which 
would increase the transition period .Avoidable Costs. 
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Backshop Subfamily utilizes a similar strategy. Estimating Avoidable Cosls Ibr the Backshop 
Subfamily is not possible using a single method because expenditures in this Subfamily are 
coded to many unrelated Functions. Furthermore, each ResCen may use multiple Functions. 
Therefore grouping ResCens together by Function into Subcategories wilhin the Backshop 
Subfamily to conduct a separate statistical analysis is not possible. 

To provide insight into the Avoidable Cosl slruclurc within the Backshop Subfamily, cosls were 
grouped by Funclion and then by the MoE Subfamily in which the Function typically is utilized. 
Using this approach, costs in this Subfamily can be categorized as in Table 8-7. 

Table 8-7: Expenditures in the Backshop Subfamily Related to other MoE Subfamilies 

Related MoE Subfamily 

Capilal, Reimbursable, or 
Commuter (Unallocated) 

Support 

Locomotive Maintenance 

Car Maintenance 

Miscellaneous 

Turnaround Service 

FY07 
Expenditure 

(millions) 

SI 49,962.674 

$41,903,220 

$5,495,062 

$3,623,068 

$1,289,223 

$81,812 

Share of Backshop 
Subfamily 

74.1% 

20.7% 

2.7% 

1.8% 

0.6"/o 

0.0% 

The main expenditures within this Subfamily arc related to heavy repairs and overhauls, bolh of 
which arc types of Capital work, and become part of Amtrak's capilal assets. Thus, such 
expenditures are included in Capital Subfamily #701 and follow that Subfamily's allocation and 
Avoidable Cost methods. Removing these expenses leaves Support and Car and Locomotive 
Maintenance as the largest Subfamily costs. 

Grouping Backshop Subfamily costs by Function allows Avoidable Cost statistical results from 
the other directly related MoE Subfamilies lo be extrapolated to this Subfamily. For example, to 
estimate lhe avoidability of MoE-Supporl costs wilhin the Backshop Subfamily, the Avoidable 
cosl equation for Support Subfamily #204 is used. Because the relationship between MoE-
Supporl costs and activity can be assumed to be the same belween this Subfamily and the MoE-
Support Subfamily, then the results from lhe statistical analysis of cosls and activity in the MoE-
Support Subfamily can be applied to estimate Avoidable Costs for MoE-Suppori Funclions in the 
Backshop Subfamily. 

The same approach is applied to each ofthe major Subfamily costs identified in the Backshop 
Subfamily. The matching statistical results used are as follows: 
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Table 8-8: .Approach Used Wilhin the MoE-Multiple Subfamily 

Turnaround Service 

Locomotive Maintenance 

Car Maintenance 

MoE Support 

Subfamily #201 Avoidable Cost Equation 

Subfamily #202,'203 Avoidable Cosl Equation 

Subfamily #202,'203 Avoidable Cosl Equation 

Subfamily #204 Avoidable Cosl Equation 

This approach allows the statistical analyses from closely related MoE Subfamilies to be used lo 
estimate Avoidable Cosls within the Backshop Subfamily. Through this approach. Avoidable 
Cost can be estimated I'or approximately 25 percent of all activity-related costs and 97 percent of 
non-Capital cosls in the Backshop Subfamily. 

Costs, which arc associated with miscellaneous Functions that cannot be analyzed using the 
slated approach, are treated as Fixed wilhin the Backshop Subfamily with respect lo .Amlrak 
Routes. Component work is not specifically tied to a type of service or equipment and supports 
the entire MoE Family and is, therefore, treated in the same manner as MoE-Support cosls. 
Expenditures, associated with the Reimbursable business such as equipment repair expenditures 
for Commuter agencies, arc nol allocated to Amtrak irains and are automatically excluded from 
Avoidable Costs estimates. Capital expenditures within the Backshop Subfamily become part of 
Amtrak's capilal assets and arc included in the Capital Subfamily #701 and follow its allocation 
and .Avoidable Cost melhod. 

Summary 

The Backshop Subfamily is composed of ResCcns that perform several activities normally 
associated with different Subfamilies within the MoE Family. To calculate .Avoidable cosls for 
this Subfamily, functions within the Backshop Subfamily that are associated with another MoE 
Subfamily use that Subfamily's statistically estimated equation parameters. For example, 
funclions associaled wilh the Car Maintenance Subfamily use that Subfamily's equations. Thus, 
the various funclions use another Subfamily's statistically estimated equation parameters, are 
classified as fixed, or are excluded from the analysis. 

Table 8-9 summarizes the Avoidable Cost estimation approach fbr this Subfamily by Function. 

Tabic 8-9: Grouping of Functions by Subfamily within Multiple "207 

Function Function Description 

Use the Avoidable Cost Equation for MoE Turnaround - #201 

FN 1828 Car Tumaround Service 
Use the Avoidable Cost Equation for Locomotive Maintenance/Car 

Maintenance - #202/203 
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Funct ion 

FN 1821 

FN 1822 

FN 1823 

FN 1824 

FN 1825 

FN 1826 

FN 1827 

FN 1862 

FN 1863 

FN 1864 

FN 1865 

FN 1866 

FN 1867 

FN 1829 

FN 1830 

FN 1831 

FN 18.̂ 2 

FN 1833 

FN 1834 

FN 1836 

Funct ion Descr ip t ion 

Locomotive Electric Turnaround Service 

Locomotive Electric Program Service 

Locomotive Electric Bad Orders 

Locomotive Electric Light Overhaul 

Locomotive Electric Modifications, Conversions, and Testing 

Locomotive Electric Wreck & .Accident 

Locomotive Wananty 

Locomotive Diesel Turnaround Service 

Locomolive Diesel Program Service 

Locomotive Diesel Bad Orders 

Locomotive Diesel Light Overhaul 

Locomotive Diesel Modifications, Conversions, and Testing 

Locomotive Diesel Wreck & Accident 

Car Program Maintenance 

Car Bad Orders 

Car Modifications. Conversions, and Testing 

Car Lighl Overhaul 

Car Wreck & Accident 

Car Warranty 

Freeze Damage Repair 

Use the Avoidable Cost Equation for .MoE Support - #204 

FNI131 

FN II82 

FN 12.34 

FNI80I 

FN 1806 

FN 1807 

FN 1808 

FNI8I0 

FNISII 

FNI8I2 

FNI8I4 

FNI8I5 

FNI8I6 

FN 1835 

FN 1844 

FN 1875 

FN 1889 

Training Aintrak 

Light Duty 

SAP Payroll Adjustments 

MoE Managerial 

MoE Shop Faciliiy 

MoE Shop Equipment 

MoE Supervisory, Clerical & Office 

Componcnl WIP Inventory 

Component WIP Inventory (Balance Sheet) 

Mechanical Shop-Snow. Ice. & Exceptional Weather Exposure 

MoE Shop Overhead 

V1oE-Vacalioiv'Holiday,T^onproductivc Labor 

MoE .Material Control 

Component Rework 

Vehicle And Equipmeni Repairs 

Environmental Activities 

MoE Special Projects 

167 

Declaration of Maximil ian R. Johnson - Exhibit D 



Methodology for Amtrak Cost Accounting 

Funct ion 

FN5000 

FN683I 

Funct ion Descr ip t ion 

Project Support-MoE (Operation costs that support capital projects but not 
considered as capilal expenses) 

Transfers-MoE 

Fixed Costs 

FNxxxx .All other Functions 

Capital and Direct Functions Excluded from Avoidable Cost .Analysis 

FN 1997 

FN2036 

FN2302 

FN30()0 

FN.300I 

FN3002 

FN3004 

MoE Reimbursable 

Maryland DOT 

Reeolleclable MoE 

Equipment-Rcmanufaclure 

Equipmenl-Overhaul 

Equip-Wreck Repairs 

Equip-Ollier Modifications 

FN3021 Amtrak NJT .loml Benefit Capital Program 

FN3()7I 

FN3075 

FN3077 

Keystone Corridor Improvement Program 

LIRR Life Safely Capital 

SEPTA Joint Benefit Capital 

FN3501 ' Road Land & Other WIP 

8.3 Transportation Operations (OPS) Family 

8.3.1 Onboard Service Subfamily 

Family: 

Subfamily: 
.Approach: 

Scope 

#300 Ops - Transportation 
OBS-#301 
Depends on Subcategory (see below) 

The RcsCens in the OBS Subfamily provide food, beverage, and olher passenger services on 
board Aintrak trains in addilion to operating the commissaries that stock the irains with supplies. 
The OBS Subfamily consists of four subcategories of ResCcns. cslablished to differentiate and 
track separate activities and co.sls. 

Subfamily expenditures for FY07 were S231.4 million and account for 5.6 percent of .Amtrak's 
total expenses. 
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Avoidable Cost Approach 

Varying missions and activities within this Subfamily prevent the implementation ofa single 
Avoidable Cosl approach, and instead Avoidable Costs for each Subcategory arc identified and 
calculated differently. 

30J_1-Crew'. This Subcategory consists of ResCens thai incur the direcl and indirect costs ofthe 
train crewniembcrs that provide customer service as well as their immediate supervisors. Costs 
in this Subcategory totaled $136.5 million in FY07. OBS crew labor costs are directly assigned 
to trains and are Avoidable ifa Route is eliminated. However, under collective bargaining 
agreements, OBS crews are financially protected in the event of cerlain service reductions or 
eliminations, making the final Avoidable Cosls less than they would be wilhout these labor 
protections. 

A briefdescription ofthe approach used Ibr estimating Avoidable Cosls for the OBS Crew 
Subcategory follows. Two Avoidable Cost percentages arc calculated, one for OBS wages and 
one for OBS fringe benefits, for each crew base and Route combination by using data including 
years of service and wage rates Ibr OBS crew members at each crew base. These Avoidable 
Cost percentages represent the share oftotal costs coded to the relevant Functions al a RcsCen 
that are avoided ifa specific roulc is eliininated. Because an individual crew base may contain 
multiple ResCcns. an Avoidable Cost percentage I'or a crew base applies lo all corresponding 
ResCens al that crew base. .lust as in olher Subfamilies. Avoidable Cosl percentages were 
calculated for bolh the short term and the long term. 

Avoidable Costs Ibr a parlicular Route at a particular RcsCcn are calculated as follows: 
1. Wage Avoidable Costs for that Route are calculated by multiplying wage Avoidable Cost 

percentages by wage Function Fully Allocated Costs. 
2. Fringe benefit Avoidable Cosls Ibr that Route are calculated by multiplying fringe benefit 

Avoidable Cost percentages by fringe benefit Function Fully Allocaled Costs. 
3. Costs coded to Accounts Ibr crew meals and layovers are treated as 100 perceni 

avoidable because they would cease to be incurred ifa Route is eliminated. 
4. Cosls coded to some Functions arc treated as fixed where a crew base serves multiple 

routes, but 100 perceni avoidable in the long run ifa crew base serves a single route. 
5. Avoidable Costs for a Route at the RcsCen are then the sum of avoidable wages, 

avoidable fringe benefits, and olher 100 percent Avoidable Costs 

Tolal Avoidable Costs for the Route are calculated by summing Avoidable Costs Ibr thai Route 
al each ResCcn serving the Route. 

For a more complete discussion of Amlrak labor proleclion provisions and the Avoidable Cost 
method for this Subcategory as well as an example, see Section 6.4. Adjusting for Labor 
Protection Provisions. 

30l_2-Supplies: This Subcategory consists oflhe costs of food, beverage, linen, 
nonconsumablcs, and other supplies used by passengers or crews on board Amlrak trains. Cosls 
in this Subcategory totaled S52.3 million in FY07. These supply costs are directly assigned to 
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trains and arc fully avoidable ifa train is eliminated. Further, each Route has a dedicated 
Supplies RcsCen in the OBS Supplies Subcategory. Ifa Route is eliminated, cosls at this 
Supplies ResCcn are 100 percent avoidable, whereas costs al the rest ofthe ResCcns in the 
Subcategory are fixed. 

301 _3-Commi.s.sary Manâ êment & Support: This Subcategory consists ofthe outsourced 
commissary costs paid lo Gate Gourmet. Inc. Ibr the opcralion of Amtrak's 11 commissaries, as 
well as Amtrak's intemal commissary and contract management costs. Costs in this Subcategory 
totaled $32.9 million in FY07. A reduction or elimination in service would result in a 
corresponding reduction in contract fees paid. This reduction would be iminediate because any 
reduction or eliinination in service would be a planned aciion and outsourced commissary costs 
are 100 percent avoidable in both the short and long mn. Amtrak's internal commissary and 
contraci management costs are fixed relative to the eliminalion ofa single Amlrak roule. 

301 _4-Suppori: This Subcategory consists of RcsCens that incur cosls for management support 
of OBS labor. These costs include the cosls lo operaic the crew assignment system, crew 
dispatching and other systemwide OBS management costs. Cosls in this Subcategory totaled 
S9.2 million in FY07. Although it is reasonable that OBS management support cosls might 
decline ifa single Aintrak Route were eliminated, no significant relationship could be established 
between levels of train activity and OBS-Support ResCcn costs through statistical analysis: 
hence, the hypothesis that costs within the Support Subcategory are partially Avoidable could not 
be proven. This lack ofa statistically significant relafionship, along wilh the support nature of 
the Subcategory, support treating OBS Support costs as fixed. 

Summary 

The OBS Subfamily is broken down into four Subcategories, which are treated separately wilh 
regard lo lhe calculation of .Avoidable Costs. Cost in Crew Subcalegory 3011, are Avoidable 
subject to labor protection provisions. Costs in Supplies Subcategory 3012 are Avoidable. 
Depending on the Account number, some costs in Commissary Management & Support 
Subcategory 301 3 are Avoidable while others are fixed. Finally. Cosls in Support Subcalegory 
3014 are fixed because OBS management support will continue to be necessary to facilitate the 
entire OFJS Subfamily if any single Amlrak route is eliminated. 

8.3.2 Trainmen and Enginemen (T&E) Subfamily 

Family: Ops - Transportation - #300 
Subfamily: T&E-#302 
Approach: Depends on Subcategory (see below) 

Scope 

The T&E Subfamily consists ofthe direct and indirect labor costs incurred to operate passenger 
Irains. Enginemen are the engineers who operate locomotives, while trainmen are the conduelors 
in overall control of trains. Together T&E are referred to as the road crew. Aintrak T&E crews 
work on both Amlrak Irains and commuter trains operated by Aintrak. Only costs related to 
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operating Aintrak irains are potentially Avoidable. The T&E Subfamily consists of two 
Subcategories of ResCens. These Subcalegories were established lo differentiate and track 
separate T&E activities and costs. 

Subfamily expenditures Ibr FY07 were $272.3 million and account f'or 6.6 perceni of Amlrak's 
lolal expenses. 

Avoidable Cost Approach 

Varying missions and activities within this Subfamily prevent the iniplenientalion ofa single 
avoidable cost approach, and therefore Avoidable Cosls for each ofthe two Subcalegories are 
idenlificd and calculated diflcrenlly. 

302_l-Crew'. This Subcategory consists of RcsCens that incur the direct and indirect cosls ofthe 
train road crews and their immedialc supervisors. Costs in this Subcalegory totaled $260.3 
million in FY07. T&E crew labor costs arc directly assigned to Irains and are Avoidable ifa 
Route is eliininated. However, under collective bargaining agreements, T&E crews are 
financially protected in the event of certain service reductions or eliminations, making the final 
Avoidable Costs less than they would be wilhout these labor protections. 

The following is a briefdescription ofthe approach used Ibr estimating Avoidable Costs for the 
T&E Crew Subcategory. Two Avoidable Cost percentages are calculated, one for T&E wages 
and one T&E fringe benefits, for each crew base and Route combination by using data including 
years of service and wage rates Ibr OBS crew members at each crew base. These Avoidable 
Cost percentages represent the share oftotal cosls coded to a Function al a RcsCen that are 
avoided ifa specific route is eliininated. Because an individual crew base may contain multiple 
ResCens. an Avoidable Cosl percentage f'or a crew base applies to all corresponding ResCcns al 
that crew base. Just as in other Subfamilies. Avoidable Cosl percentages were calculated for 
bolh the short term and the long term. 

Avoidable Costs for a particular Route at a particular RcsCen are calculated as follows: 
1. Wage Avoidable Costs for that Roule are calculated by multiplying wage Avoidable Cost 

percentages by wage Function Fully Allocated Costs. 
2. Fringe benefit Avoidable Costs Ibr that Route are calculated by multiplying fringe benefit 

Avoidable Cost percentages by fringe benefit Function Fully Allocated Costs. 
3. Costs coded to Accounts for crew meals and layovers are treated as 100 percent 

avoidable because they would cease to be incurred ifa Route is eliminated. 
4. Costs coded to some Funclions are treated as fixed where a crew base serves multiple 

routes, but 100 perceni avoidable in the long run ifa crew base serves a single roulc. 
5. .Avoidable Cosls Ibr a Route al the ResCcn are then the sum of avoidable wages, 

avoidable fringe benefits, and other 100 percent Avoidable Cosls 

Total Avoidable Cosls Ibr the Route are calculated by summing Avoidable Costs for that Route 
at each ResCen serving the Roulc. 
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For a more complete discussion of Amtrak labor prolection provisions and the Avoidable Cosl 
method for this Subcategory as well as an example, see Section 6.4, Adjusting for Labor 
Protection Provisions. 

302_2-Support: This Subcategory consists of RcsCens that incur costs for management support 
of T&E labor. Cosls incurred at these costs include the costs to operate the crew assignment 
system, crew dispatching and olher systemwide T&E management costs. Costs in this 
Subcategory totaled S12.0 million. Although it is reasonable that T&E management support 
costs might decline ifa single Amtrak Route were eliininated. no significant relationship could 
be established between levels of train activity and T&E-Support RcsCen costs through statistical 
analysis; hence the hypothesis that cosls within the T&E Support Subcategory arc partially 
Avoidable could not be proven. This lack ofa statistically significant relationship along with the 
support nature oflhe Subcategory support treating T&E Support costs as fixed. 

Summary 

The T&E Subfamily is broken down into two Subcategories, which are treated separately with 
regard to the calculation of Avoidable Cosls. Costs in Crew Subcategory 3021 are Avoidable 
subject to labor protection provisions. Cosls in Support Subcategory 3022 are fixed because 
T&E management support continues to be necessary to facilitate the enlirc T&E Subfamily if 
any single Amlrak roule is eliminated. 

8.3.3 Yard Subfamily 

Family: Ops- Transportation - #300 
Subfamily: Yard - #303 
Approach: Mixed-Statistical 

Scope 

The Yard Subfamily performs activities that support the movement of train equipment in 
preparation for revenue service, including the movement of trains between the yard and station, 
the makeup and breakup of trains, the movement of equipment to and from mechanical facilities, 
and managerial acliviiies related lo .scheduling the equipment moves and overseeing yard 
operations. The Yard Subfamily consists of four Subcategories, each composed of groups of 
RcsCens wilh similar missions and activities. 

Subfamily expenditures Ibr FY07 were S55.9 M and account for 1.3 percent of Amtrak's tolal 
expenses. 

Regression Data 

Cost and activity data were available for this Subfamily for the period from 2005 through 2007. 
No cost data were available for ResCen 6099; iherefore. this RcsCen was not included in the 
analysis. In the ease of RcsCen 5175, data were only available Ibr 2005. ResCen 7113 and 
ResCen 7120 were removed I'rom the dataset because Ihcy pertain exclusively to commuter rail 
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operations. In addition, Philadelphia ResCcns 5216 and 5220 were excluded from lhe analysis 
because, while numerous trains pass through lhe Philadelphia yard, no costs arc actually incurred 
related to these trains because no aclivily is required to support these pass-through movements. 
Cosls are only related to Irains that begin or end at this point. However the activity data arc for 
bolh lypcs of trains and the cost and activity dala arc not reported on a consistent basis. 

In the case of certain yards, yard activities arc spread among multiple yard ResCens. however, 
the activity dala available f'or use in the statistical analysis were totals across the entire yards. To 
make the activity dala consistent with the cost data for individual ResCens. regions were created 
by combining cost data from multiple ResCens. The following ResCens were combined to form 
regional data: 

New York, NY: 
Albany, NY: 
Boston. MA: 
Washington, DC: 
Chicago, IL: 
Los .Angeles, CA: 
Portland, OR: 

RC5375. RC5406 
RC5377, RC5426, RC5427 
RC5575, RC5616 
RC5806, RC58I9 
RC6206. RC6209, RC6I5I 
RC6591.RC6706 
RC6593. RC6604 

Activity statistics were selected for testing on the basis of whether they measured activities that 
would logically affect costs at the ResCens in this Subfamily. 

Statistical Model and Results 

.A preliminary examination of scatter plots of cost against activity suggested that a linear form 
equation best captures the relationship between these variables. Linear, log-log and log-linear 
specifications all were tested to ideniify the best .statistical relationship between costs and 
activity. For this Subfamily, the linear form equation provided the best explanation of changes 
in cosls relative to aclivily. As a resull, the analysis focused on identifying the best linear 
equations f'or the short and long run. The best model was selected through examining regression 
Slalislics and using professional judgment regarding which types of train activities would 
logically drive ResCcn costs for this Subfamily. The best specification was found when using a 
linear model and FTT as the aclivily statistic. 

The overall slafistical results for the panel dataset are provided in the following table. 

Equation 

Observations 

R-square 

Cosl = Constant + B * FTT 

46 

0.782 

The short-mn (fixed-effects) model results are provided in the following lablc. 

Coefficient Significance Level 
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Constant 

FTT 

2,685.018 

80 

99% 

99';'., 

The long-run (betwcen-clTccts) model results are provided in lhe following table. 

Constant 

FTT 

Coefficient Significance Level 

-1,111.238 ' 8 1 % 

472 99% 

The statistical results show that yard costs rise linearly with increases in train activity as 
measured by FTT. The model does nol indicate that any economics of scale exist Ibr the Yard 
Subfamily. Yard costs change more dramatically in the long mn compared lo the short run, 
indicating that there arc some cosls that can be avoided in the long run, but nol the short run due 
lo a similar change in activity levels. 

These regression equations are used to generate predicted RcsCen costs before and afier a route 
is eliminated. .Avoidable Costs arc calculated by applying the percentage change in predicted 
cost lo actual ResCcn costs. 

8.3.4 Fuel Subfamily 

Family: 
Subfamily: 
Approach: 

Ops-Transportation-#300 
Fuel-#304 
Avoidable 

Scope 

The Fuel Subfamily consists of RcsCens that incur costs for diesel fuel used to power both 
Amtrak trains used in passenger service and also certain commuter trains. Cosls incurred in this 
Subfamily arc the costs of jusl fuel. No labor or other cosls arc recorded in the Subfamily. 

Subfamily expenditures Ibr FY07 were SI21.2 million and account Ibr 2.9 percent of .Amlrak's 
lolal expenses. 

Avoidable Cost Approach 

Costs in the Fuel Subfamily are fully avoidable. Ifa Route is eliminated, it will immediately 
cease to consume fuel and to incur fuel expenses. 

174 

Declaration of Maximilian R. Johnson - Exhibit D 



Methodology for Amtrak Cost Accounting 

8.3.5 Transportation-Multiple Subfamily 

Family: 
Subfamily: 
Approach: 

Ops-Transportation-#300 
Transportation-Multiple-#305 
Mixed-Detailed 

Scope 

The Transportation-Multiple Subfamily represents those ResCcns within the Ops-Transportation 
family that do not perform one primary activity, bul rather perform multiple transportation-
related activities using various Functions thai are typically used in other Subfamilies within the 
Ops-Transportation family such as the T&E, OBS. Transportation Support. Station Operations, 
and Yard Subfamilies. 

Subfamily expenditures for FY07 were S35.0 million and account for 0.8 percent of Amtrak's 
lolal expenses. 

Transportation-Multiple Avoidable Cost Approach 

The Fully Allocated Cost mclhodology for the Transportation-Multiple Subfamily relies upon 
the allocation methodologies used in the T&E, OBS, Transportation Support, Slalion Operations, 
and Yard Subfamilies. Expen.ses coded lo certain Functions in the Transportation-Multiple 
Subfamily are allocated with the same rules used to allocate cosls coded to the same Funclions in 
other Ops-Transportation Subfamilies. This approach ensures that similar lypes of expenditures 
are allocated in a consislenl manner within the entire Ops-Transportation Family. 

The Avoidable Cost approach for the Transportation-Multiple Subfamily utilizes a similar 
strategy. Estimating Avoidable Costs for the Transportation-Multiple Subfamily al the aggregate 
level is nol possible because costs in this Subfamily arc coded to many unrelated Functions. 
Furthermore, each ResCen may use multiple types of Funclions. and therefore, il is nol possible 
to group RcsCens together by Funclion into Subcategories wilhin the Transportation-Multiple 
Subfamily to conduct a separate statistical analysis. 

To provide insight into the avoidable cosl stmcture within the Transportation-Multiple 
Subfamily, costs were grouped by Function and then by the Transportalion Subfamily in which 
the Funclion typically it utilized. Using this approach, cosls in this Subfamily can be categorized 
as in Table 8-10. 

Table 8-10: Expenditures in the Transportation-Multiple Subfamily Rclalcd to other 
Transportalion Subcategories 

Related Subcategory 

T&E-Crews 

Transportation Support 

Subcategory 
# 

302_l 

308 0 

FY07 Cost 
(Millions) 

$15,764,963 

$6,585,634 

Share of 
Transportation-

Multiple Subfamily 

45.0% 

18.8% 
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Related Subcategory 

OBS-Support 

Yard-Train and Equipment Moves 

Fuel 

Stations-Shared 

Subcategory 
# 

301 4 

303_4 

304 _0 

502 0 

FY07 Cost 
(Millions) 

$4,404,783 

$3,434,443 

$3,178,807 

SI.635.690 

Share of 
Transportation-

Multiple Subfamily 

12.6% 

9.9"-1, 

9 . 1 % 

4.7% 

The main cosls within this Subfamily arc related to T&E Crews, Transportation Support and 
OBS Support acliviiies. Together these activities account for more lhan 75 percent of all costs 
within the Transportation-Multiple Subfamily. Locomotive maintenance accounts Ibr a much 
smaller portion, as do costs direct lo specific non-NTS customers. 

Grouping Transportation-Multiple Subfamily costs by Funclion allows Avoidable Cosl statistical 
results from the other directly related Subfamilies lo be extrapolated lo this Subfamily. For 
example, lo estimate the avoidability of Yard costs wilhin the Transportation-Multiple 
Subfamily, the avoidable cost equation for Yard Subfamily #303 is used. Because the 
relationship between Yard costs and activity can be assumed to be the same between this 
Subfamily and the Yard Subfamily, the results from the slafistical analysis of costs and activity 
in the Yard Subfamily can be applied to estimate Avoidable Cosls for Yard Funclions in the 
Transportation-Multiple Subfamily. 

The same approach is applied lo each ofthe major Subfamily groupings identified in the 
Transportation-Multiple Subfamily, including those for which avoidable costs have not been 
estimated slatistically, such as T&E and Fuel. Fuel costs arc fully avoidable and T&E costs are 
avoidable subjeci to labor protection provisions. Whether based on statistical analysis or 
professional judgment, the method for estimating the avoidability of costs coded lo eaeh 
Funclion will follow a consistent approach. The avoidable cosl approaches used for various 
Subfamily groupings are in Table 8-11. 

Table 8-1 I: Approach Used in the Transportation-Multiple Subfamily 

Related Subcategory/Subfamily 

T&E-Crews 

Transportation Support 

OBS-Support 

Yard-frain and Equipmeni Moves 

Fuel 

Stations-Shared 

Subcategory 
# 

302 1 

308 0 

301 4 

303_4 

304 0 

502 0 

Approach Used 

Avoidable Subjccl lo Labor Protection 

Subcategoty #308 Avoidable Cost Equation 

Subcalegory #301 4 .Avoidable Cost Equation 

Subcategory #3034 Avoidable Cost Equation 

Avoidable 

Subcatcgoiy "502 0 .Avoidable Cost Equation 

This approach allows the statistical analysis from closely related Transportation Subcategories 
and Subfamilies to be used lo estimate avoidable costs within the Transportation-Multiple 
Subfamily as well as using the results from Subfamilies whose Avoidable Costs were nol 
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statistically estimated. Cosls associated with miscellaneous Funclions that cannot be analyzed 
using the above approach arc treated as Fixed within the Transportation-Multiple Subfamily. 
Expenditures at ResCens dedicated to a commuter agency and all olher costs associaled wilh 
commuter agencies are not allocated lo Amlrak routes and are excluded from Avoidable Cost 
estimates. 

Summary 

The Transportation-Multiple Subfamily is composed of ResCcns that perform several activities 
normally associated with a single Subfamily wilhin the Ops-Transportation Family. To calculate 
avoidable costs for this Subfamily. Funclions wilhin the Transportation-Multiple Subfamily are 
associated wilh another Subcategory and either (I) use that Subfamily's stafistically estimated 
equation parameters or (2) use Ihal Subfamily's assigned avoidable cost category. For example, 
functions associated with the Yard Subfamily will use that Subfamily's avoidable cost equations. 

Table 8-12 summarizes the Avoidable Cost estimation approach for the Transportation-Multiple 
Subfamily by Funclion and Account. 

Table 8-12: Grouping of Functions and .Accounts by Subcategory 
within Transportation-Multiple - »305 

Funct ion Funct ion Descr ip t ion 

Use the Avoidable Cost Equation for OBS-Support - #301_4 

FM30I OBS Managemeni & Supervision. 

Use the Approach for T&E-Crew - #302_1 

FNI6I5 

FNI6I6 

FNI6I7 

FN 1633 

FN 1635 

FN 1642 

FN 1643 

Exlra Board Guaranlce-Engine Crew Operations 

Extra Board Guarantee-Trainmen 

T&E Overhead 

Passenger Train Enginemen 

Passenger Train Trainmen 

Qualifying Engincmen 

Qualifying Trainmen 

Use the Avoidable Cost Equations for Yard-Train and Equipment .Moves - #303_4 

FN 1622 

FN 1623 

Yard Engine Crew Operations 

Yard Trainmen Operations 

Al l Fuel Accounts Are Avoidable 

510411 .Ml Functions wilh fuel Accounts 

Use the .Avoidable Cost Equations for Transportation Support - #308 

FN 1002 

FNI 131 

Division Administrative 

Training Amtrak 
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Function 

FN 1601 
FN 1689 

FNI 122 

FNI 123 

FNI 125 

FN 1234 

FNxx.xx 

Function Description 

Transportation Management & SuperMsors 

Train Operations-Special Projects 

Divisional Service Centers 

Product Line Managemeni & Support 

Special Trains Miscellaneous 

SAP Payroll Ad|uslments 

All Olher Functions 

Use the Avoidable Cost Equations for Stations-Shared - #502 

FNI23I 

FNI24I 

FNI27I 

FNI28I 
FNI288 
FNI29I 

Station Ser\ices-Tickeiing 

Station Serviees-Managemcnl & Supervisors 

Slalion Services-Station Operations 

Station Services-Building Maintenance 
Station Services-Special Projects 
Passenger Inconvenience 

8.3.6 Train Movement Subfamily 

Family: 
Subfamily: 
Approach: 

Ops-Transportation - #300 
Train Movement - #306 
Mixed-Statistical 

Scope 

The Train Movement Subfamily performs activities associated with managing the movement of 
moving passengers from endpoint lo endpoint. including the management of train dispatching, 
signal or interlocking operations, and connecting bus service. The Subfamily includes the CETC 
offices, CNOC, block operators at various locations, and staff responsible for selling and 
enforcing operating mles and standards. 

Subfamily expenditures for FY07 were S69.2 million and account for 1.7 percent of Amlrak's 
lolal expenses. 

Regression Data 

Cost and aclivily data were generally available for this Subfamily Ibr the period from 2005 
through 2007. Data Ibr a number of ResCcns in this Subfamily, however, were found to be 
flawed and otherwise unsatisfactory. For example, no costs or activity data was available Ibr 
RC6000, Tri-Rail Dispatching, while Ibr RC5151—Blocks and Towers-N PHL—the dala 
consisted entirely of zeros and negative values. ResCens with no dala or with either zero or 
negative cosls or activity levels were removed from the regression dataset before analysis. 
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Aclivily statistics were selected for testing based on whether they measured activities that would 
logically atTect cosls at the RcsCens in this Subfamily. 

Statistical Model and Results 

.A preliminary examination of scalier plots of cosl against aclivily suggested that a linear 
equation fomi best captures the rclationship belween these variables. Linear, log-log, and log-
linear specifications all were tested lo identify the best statistical relationship between cosls and 
aclivily. For this Subfamily, the linear form equation was better able to explain the changes in 
cosl as a result of changes in activity. As a resull, final analysis focused on idenlifying lhe besl 
shorl- and long-term linear equations. The best model was selected through examining 
regression statistics and using professional judgment regarding which lypcs ofactivities would 
logically drive ResCcn costs Ibr this Subfamily. The besl specification was found when using a 
linear model and TUT as the activity statistic. 

The overall statistical results for the panel datasel are provided in the following table. 

Equation 

Observations 

R-square 

Cosl = Constant + B * TUT 

75 

0.617 

The short-mn (fixed-effects) model results arc provided in the I'ollowing labk 

Constant 

TUT 

Coefficient 

787.236 

3.66 

Significance Level 

99% 

99%, 

The long-run (belween-effccts) model results arc provided in the following table. 

Constant 

TUT 

Coefficient 

-91,551 

8.38 

Significance Level 

20%, 

99% 

These results indicate that a linear relationship exists between costs within the Train Movement 
Subfamily and TUT and suggests the lack of any economies of scale for this Subfamily. The 
larger coefficient Ibr TUT in the long-run equation, versus the short-run equation, provides 
evidence that the potential for costs savings is higher in the long run. 

These regression equations arc used lo generate predicted ResCen cosl before and afier a route is 
eliminated. Avoidable Cosls are calculated by applying the percentage change in predicted cosls 
lo actual RcsCcn costs. 
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8.3.7 Train Movement-Host RR Subfamily 

Family: 
Subfamily: 
Approach: 

Ops - Transportation - #300 
Train Movement-Host RR - #307 
Mixed-Statistical 

Scope 

The Train Movement Host RR Subfamily captures costs incurred by Amtrak for goods and 
services provided by the freighi railroads, including infraslruclure access, leasing locomotives, 
purchased fuel, repairs to Amtrak rolling stock, dispatching and signal services, and station costs. 
Also included are incentive payments lo hosl railroads for schedule adherence. 

Subfamily expenditures fbr FY07 were $91.9 million and account Ibr 2.2 percent of Amtrak's 
total expenses. 

Regression Data 

Cost and activity dala fbr this Subfamily were available f'or the period from 2005 through 2007. 
ResCcns that had missing values for either cosl or activity were eliminated from the regression 
dataset. Among those ResCens eliminated were RC08I6 and RC7965. Aclivily statistics were 
selected f'or testing based on whelher they measured activities that would logically affect costs al 
the RcsCens in this Subfamily. 

Statistical Model and Results 

.A review of scatter plot of cost against activity suggested that a linear equation besl captures the 
relationship between these variables. Other functional forms were also tested, including log-log 
and log-linear. For this Subfamily, the linear form equation was better able to explain changes in 
cosl as a result of changes in activity. As a result, final analysis focused on identifying the best 
short and long term linear equations. The best model was selected through examining regression 
statistics and using professional judgment as lo which types ofactivities would logically drive 
RcsCcn costs for this Subfamily. Statistical tests provided guidance on which specification 
captured mosl ofthe variation in costs relative to a particular aclivily. The best fil was found 
when using FTT as the activity slalistic. 

The overall statistical results fbr the panel dataset arc provided in the following lablc. 

Equation 

Observations 

R-square 

Cost = Constant -̂  B * FTT 

66 

0.254 
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The shorl-run (fixed-effects) model results arc provided in the following table. 

Constant 

F l l ' 

Coefficient 

1.006.152 

407 

Significance Level 

99% 

99% 

The long-run (between-effects) model results are provided in the following table. 

Constant 

FTT 

Coefficient 

-207,923 

609 

Significance Level 

8'y<, 

97"/« 

These results indicate the existence ofa linear relationship between cosls and FTT within the 
Host Railroad Subfamily and suggest the lack of any economies of scale for this Subfamily. The 
larger coefficient for FTT in the long-run equation as compared to the short-run equation 
provides evidence that the potential for costs savings is higher in the long run. 

These regression equations arc used to generate predicted ResCen cosl before and after a route is 
eliminated. Avoidable Costs are calculated by applying the percentage change in predicted cosls 
lo aclual RcsCen costs. 

8.3.8 Transportation Support Subfamily 

Family: 
Subfamily: 
Approach: 

Ops-Transportation - #300 
Transportation Support - #308 
.Mixed-Statistical 

Scope 

The Transportation Support Subfamily performs supervision and support Ibr lhe opcralion of 
passenger train service. The Subfamily includes the cosls of general and assistant 
superintcndenls, railroad and assislanl foremen, and other transporlalion-rclated activities. 
ResCcns in the Transportation Support Subfamily support other Ops-Transportation ResCcns 
that directly perfonn transportation services. 

Subfamily expenditures for FY07 were S80.7 million and account for 1.9 percent of .Amlrak's 
total expenses. 
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Regression Data 

Cost and associated activity dala I'or this Sublamily were available for the 3-year period running 
from 2005 through 2007. Dala for a number of ResCcns were found to be Hawed and.̂ or 
olherwise inappropriate or unsatisfactory. ResCens supporting Commuters with costs, bul no 
Amlrak route activity were removed from the analysis. In addition, data associated wilh non-
variable activities, such as management activities, were also eliminaled from the analysis dataset. 
ResCens wilh no dala or wilh either zero or negative cosls or activity levels were reinoved from 
the regression dataset prior lo analysis. Two RcsCens with negative cosls were eliminated from 
the dataset. To create a balanced datasel when using three years worth ofdata. ResCens with 
zero cosls in one year were removed across all years. Activity statistics were selected Ibr testing 
based on whelhcr they measured activities that would logically affect costs at the ResCens in this 
Subfamily. 

Statistical Model and Results 

.A preliminary examination of scatter plots of cost against activity suggested that a log form 
equation besl captures the relationship belween these variables. Along with a log-log form 
equation, olher functional forms, such as linear and log-linear, were also tested. In the end. a 
log-log equation was better able to explain the changes in cost as a result of changes in activity in 
this Subfamily. As a result, final analysis focused on idenlifying the besl short and long term 
log-log form equations. 

The best model was selected through examining regression statistics and using professional 
judgment as lo which types of train activities would logically drive cosls at ResCcn in this 
Subfamily. Statistical tests provided guidance on which model specification best explained the 
variation in costs relative to a particular aclivily. The best fit was found when using the activity 
statistic TCM (Total Car Milcs) as the explanatory variable. 

The overall statistical results Ibr the panel dataset are provided in lhe following table. 

Equation 

Observations 

R-square 

Ln(Cosl) - Constant + B * lii(TCM) 

207 

0.2859 

The short-run (fixed-effects) model results are provided in the following lablc. 

Constant 

TCM 

Coefficient 

5.64 

0.40 

Significance Level 

94'M, 

98% 

The long-run (between-effects) model results are provided in the following table. 

1S2 

Declaration of .Maximilian R. Johnson - Exhibit D 



Methodology for Amtrak Cost Accounting 

Constant 

TCM 

Coefficient 

1.79 

0.63 

Significance Level 

64'!''o 

99% 

These results demonstrate the existence ofa positive relationship belween Transportation 
Support costs and TCM. The equation is specified in log-log form, which shows there are 
economies of scale for this Family. The larger coefficient for TCM in the long-run equation 
versus the short-run equation indicates that more costs savings can be made in the long run 
relative lo the short run. 

These regression equations are used to generate predicted RcsCcn costs before and afier a route 
is eliminated. Avoidable Costs are calculated by applying the percentage change in predicted 
cosls to actual RcsCen cosls. 

8.3.9 Power- Electric Traction Subfamily 

Family: 
Subfamily: 
Approach: 

Ops-Transportation-#300 
Power-Electric Traction-#309 
Avoidable 

Scope 

The Powcr-Elcclric Traclion Subfamily consisls of three ResCcns that incur costs lo power 
electrified train .service on the NEC and the Keystone route. Amtrak purchases power from 10 
power vendors as well as from commuter agency Metro Norlh. Costs incurred in this Subfamily 
arc the costs of electric power only: no labor or other cosls are recorded in the Subfamily. 

Subfamily expenditures for FY'07 were $100.2 million and account Ibr 2.4 perceni of Amlrak's 
total expenses. 

Avoidable Cost Approach 

Cosls in the Power-Elcctric Traclion Subfamily arc fully avoidable. Ifa Route is eliminated, it 
will immediately cease to consume electric power and lo incur further eleclric power expenses. 

8.4 Sales and Marketing 

8.4.1 Sales Subfamily 

Family: 
Subfamily: 
Approach: 

Sales & Marketing - #400 
Salcs-#401 
Mixed-Detailed 
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Scope 

The Sales Subfamily is responsible I'or such activities as field sales and sales administration, 
travel agent services, and commercial account services and includes expenditures for travel 
agency commissions, credit card commissions, and airline system access fees. 

Subfamily expenditures for FY07 were $23.9 million and account for 0.6 percent of Amlrak's 
lotal expenses. 

Avoidable Cost Approach 

The Sales Subfamily is classified as having Mixed Avoidable Costs and will utilize a Mixed-
Detailed approach. In many industries, sales and related activities arc considered part of G&A. 
implying that sales systems and sialT levels would remain constant even ifa single Route were 
eliminated. After conducting a statistical analysis that was unable lo isolate a significant 
relationship belween levels of train activity and Sales ResCen costs, the hypothesis that costs 
within the Sales Subfamily are avoidable is rejected, at least for the case in which cosls arc 
aggregated to the RcsCen level. The presumption is that mosl cosls in this Subfamily should be 
treated as fixed. 

However, some specific cosls in the Sales Subfamily can be tracked and eliminated as 
completely avoidable. Using Account data contained in the expense records, the costs of travel 
agent commissions and their reservation system access fees are entirely avoidable. Ifa Route is 
eliminaled. no tickets are sold and no commission is paid. The accounts to track these cosls. 
S8.0 million (33.7 percent of FY07 cost) are completely avoidable while the remaining cosls arc 
considered fixed. The accounts are: 

553241 Commissions-Travel Agents (S2.7 million), 
553245 System Access Fees-Airlines (S4.4 million), and 
553246 Interline Commission Expense ($0.9 million). 

Allhoiigh S8.0 million in costs occur for these Accounts, avoidable cosls are calculalcd al the 
Roule level and only a portion of these total costs will be avoidable Ibr any single route. 

Summary 

The costs in the Sales and Marketing Subfamily are Fixed except those costs paid to travel agents 
and associated fees. These cosls. captured by unique Accounts in the expense records, arc 
completely avoidable in both the short and long run. 

8.4.2 Information & Reservations Subfamily 

Family: Sales & Marketing - #400 
Subfamily: Information & Reservations - #402 
Approach: Mixed-Detailed 
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Scope 

The Information & Reservations Subfamily provides reservation services to both the general 
public as well as interacting with outside travel agency reservations and information service 
systems. The Subfamily captures the cosls of RSCC as well as the costs ofthe operating 
information systems required Ibr Amlrak reservation services. 

Subfamily expenditures for FY07 were S83.6 million and account Ibr 2.0 percent of Amtrak's 
lolal expenses. 

Avoidable Cost Approach 

The Informafion & Reservation Subfamily is classified as having Mixed Avoidable Cosls and 
will utilize a Mixed-Detailed approach. In many indu.stries, sales and related activities are 
considered part of G&A, implying that sales systems and staff levels would remain constant even 
ifa single Roulc were eliminated. After coiiductiiig a slafistical analysis that was unable to 
isolate a significant relationship between levels of train or passenger activity and sales cosls, the 
hypothesis thai cosls within the Information & Reservations Subfamily are avoidable is rejected, 
al least for the case in which cosls are aggregated to the ResCen level. The presumption is that 
most costs in this Subfamily should be treated as fixed. 

Although no significant .statistical rclationship between train or passenger activity and 
Information & Reservations RcsCcn cost was found, some costs are considered long-lemi 
avoidable. Presumably. RSCCs are currenily managed and slaflcd efficiently, and that given a 
reduction in call volume resulting from lhe elimination ofa Roule. over time, stalling levels 
would be reduced by the staffing cost allocated to that Roule. In the shorl run, staffing levels 
would not adjust and RSCC customer service phone agents would each handle fewer calls. 
However, the wages paid lo agents, allocated by RSO to Routes, is considered long-run 
avoidable f'or an individual Route. 

These cosls arc isolated in APT using Funclion 1221 Rcscrv-ations in combination with .several 
wage accounts: 

500010 Wages ($16.8 million). 
500013 Other Wages ($1.3 million). 
500014 Overtime Wages ($1.7 million), 
500018 Part-time Wages ($3.0 million), 
500019 Part-lime Overtime Wages ($0.2 million), and 
500020 Other Part-time Wages ($0.2 million). 

Although $23.3 million in cosls occur for these functions, avoidable costs are calculated at the 
Roule level and only a portion of these lolal cosls will be avoidable Ibr any single roulc. 

Summary 

The cosls in the Infomiation and Reservations Subfamily arc fixed except for the wages paid lo 
RSCC customer service phone agents. These cosls, captured by unique Accounts in the expense 
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records, are long-term avoidable as staffing levels at the RSCCs would be reduced by the costs 
allocaled lo the eliminated Route. 

8.4.3 Marketing Subfamily 

Family: Sales & Marketing - #400 
Subfamily: .Marketing - #403 
.Approach: Mixed-Detailed 

Scope 

The Marketing Subfamily performs marketing and sales support activities Ibr Amlrak's core 
passenger rail business. Activities include markel research, customer relations, general 
advertising, telephone directory advertising, production of limctablcs, and sales promotions. 
Some marketing efforts are focused on specific Amlrak routes. 

Subfamily expenditures I'or FY07 were $57.5 million and account Ibr 1.8 perceni of Amtrak's 
lolal expenses. 

Avoidable Cost Approach 

The Marketing Subfamily is classified as having Mixed Avoidable Costs and will utilize bolh a 
Mixed-Detailed approach for some short-mn accounts as well as a Mixed-Slatislical approach fbr 
long-run avoidable costs. Conducting a statistical analysis I'or the Subfamily yielded mixed 
results. The analysis was unable to isolate a significant rclationship between levels of train 
activity and Marketing ResCen costs Ibr the short-run. rejecting the hypothesis that these costs 
arc avoidable. However, using the between-effects model did isolate a significant rclationship 
between levels of train activity and long-run Marketing RcsCen costs. The statistical results of 
unavoidable short-run costs arc confinned intuitively as in many industries, marketing, sales, and 
related activities are considered part of G&A. implying that staff levels would remain constant 
even ifa single Route were eliminaled. This assumption, while strong in the short term, could be 
relaxed over time as staff levels may be able to readjust and fixed costs can be lowered. 

However, some specific short-run costs in the Markeling Subfamily can be tracked and 
eliminated as completely avoidable. Using Account dala conlained in the expense records, the 
eosls of advertising billed by an outside advertising agency would be avoidable immediately. If 
a Route is eliminated, no further costs are incurred advertising on its behalf Even though the 
tolal Ibr the account, 553201 .Advertising, is large relative to the entire family at S42.8 million, 
avoidable cosls arc calculated al the Route level and only a portion of these tolal cosls will be 
avoidable I'or any single route. 

Addilionally, some RcsCens wilhin the Markeling Subfamily are dedicated lo individual .Amtrak 
Routes and don't share costs among routes. In the short run, these ResCens would follow an 
approach consistent with the rest oflhe Subfamily: nio.sfiy fixed costs wilh Account 553201 
Advertising being fully avoidable. In the long run, however, these ResCens are fully avoidable 
five years after their onlv roulc was eliminated. The other ResCens in the Subfamilv will utilize 
the slatistically estimated long-run equation lo calculate avoidable costs. 
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Regression Data 

The RcsCens IOI 1. 1012, 1013, 1075. 1134, and 1141 were excluded from the analysis because 
they are responsible for higher level planning and coordination of marketing. 

Statistical Model and Results 

Linear, log-log, and linear-log functional forms were tested for the Markeling Subfamily. The 
log-log rclationship was found to have the best statistical fit for this Family. 

The overall statistical results Ibr the panel dataset are provided in the following lablc. 

Equation 

Observations 

R-Square 

Ln(Cost) - Constant - B * In(TUT) 

36 

0..40 

The long-run (between-effects) model results arc provided in the following table. 

Constant 

TUT 

Coefficient Significance Level 

8.05 

0.49 

98% 

99% 

Long-run marketing costs rise al a decreasing rate with increases in passenger activity. This 
indicates that the Marketing Subfamily exhibits economics of scale in lhe long run. 

Calculation Method 

In lhe short run, lhe Advertising Aceounl 553201 will be treated as 100 percent avoidable as 
signified by Avoidable Cosl Code "A." All other short-run costs in this Subfamily will be 100 
percent fixed as signified by Avoidable Cosl Code "F." 

In the long run. those ResCcns that are focused on a single route will be considered 100 perceni 
avoidable as signified by Avoidable Cosl Code "A." The remaining ResCens will ulilize lhe 
slatistically estimated between effects equation to calculate long-run avoidable costs as signified 
by Avoidable Cosl Code "M." 

Summary 

The Marketing Subfamily will use a Mixed approach for bolh short- and long-run avoidable 
costs. In the short-mn, all costs are considered Fixed wilh the exception of fees paid lo outside 
advertising agencies. In the long run, a Mixed-Statistical approach is used, wilh the exception of 
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several route-specific advertising ResCens which will be fully avoidable in the long run if that 
route is eliminated. 

8.5 Stations 

8.5.1 Stations-Route and Shared Subfamilies 

Family: Stations-#500 
Subfamily: Stations-Route-#501 
Subfamily: Stations-Shared-#502 
Approach: Mixed-Statistical 

The Stations-Route Subfamily performs station service acfivities at station ResCens dedicated lo 
a single route. These activities include ticketing, baggage and express services, stalioninaster 
and usher activities, stalion cleaning and maintenance, snow and ice removal, making passenger 
inconvenience payments, and training and supervision of staff The Stations-Shared Subfamily 
performs similar activifies at stations ResCens serving multiple routes. Additional activities 
performed al shared stations include operating firsl class lounges and providing Red Cap and 
porter sen-iccs. 

Expen.scs for the Slalion-Roulc Subfamily for FY07 were $34.0 million (0.8 percent of .Amtrak's 
tolal expenses), while those for the Stafions-Sliarcd Subfamily were SI55.7 million and (3.7 
percent oftotal expenses) in the same year. 

Regression Data 

While the Stations Family is divided into two Subcategories; Route and Shared stations, for 
statistical analysis bolh Subfamilies combined into a single dataset, bul then divided between the 
stalTcd and unstaffed categories or groupings. Most staffed stations are represented by one 
ResCen. but a few very large stations are represented by multiple ResCcns. Because activity 
measures are for the entire station. Ibr consistency between stations with single and multiple 
ResCens it was necessary lo treat multiplc-RcsCen stations as a single observation Ibr estimation 
purposes. Below is a list of RcsCens whose cosls were combined lo correspond wilh available 
activity statistics. 

Chicago 
2725 
0302 
0305 
2711 

Philadelphia 
2412 
1167 
2411 
2413 

Washin}i,ton 
2402 
2416 
2417 
2418 

Los .Angeles 
2882 
2883 
2884 

In contrast, multiple unstaffed stations can be represented by a single RcsCcn. In these cases the 
cost and activity data arc summed for the slalion group "managed" by each ResCen. Due lo the 
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differences in lhe data and fundamental differences in the operalions of staffed and unstaffed 
stations, the Family was analyzed as two separate categories or groupings. 

The variable chosen lo represent activity levels for the Stations Family is TBD. TBD is available 
at the station level in cases with multiple ResCens Ibr a single location rather than at the RcsCen 
level. This provided an additional reason for combining ResCens for some larger stations as 
noted above. 

Statistical Model and Results 

Linear, log-log, and linear-log functional forms were tested Ibr the Stalion Family. The linear 
relationship was found to have the best statistical 111 I'or bolh stalTcd and unstaffed groupings. 
The most appropriate model was selected through examining regression slalislics. The statistical 
tests provided guidance on which specificalion captured most ol'lhe variation in avoidable eosls 
relative to a particular activity. 

Staffed Stations. For staffed stations, long-run avoidable costs were found lo be larger lhan 
short-mn avoidable costs. 

The overall statistical results for the panel datasel are provided in the following table. 

Equation 

Observations 

R-square 

Cost = Constant + B * TBD 

594 

0.87 

The short-run (fixcd-cft'ects) model results are provided in the following table. 

Constant 

TBD 

Coefficient 

730,518 

0.53 

Significance Level 

99';4 

99%, 

The long-run (between-effects) model results are provided in the following table. 

Constant 

TBD 

Coefficient 

203,275 

3.13 

Significance Level 

99';<, 

99%, 

The statistical results Ibr staffed stations show that cosls rise linearly with increases in passenger 
activity. There do nol appear to be any economies of scale for the Staffed Stations Subfamily. 
Staffed station costs change more dramatically in the long run compared lo the short run. 
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indicating that some cosls occur that cannol be avoided within a year ofa change in activity 
levels. 

Unstaffed Stations. For unstaffed stations, long-run avoidable costs were found lo be 
statistically equivalent lo shorl-run avoidable costs. A Hausman test was used to verify that the 
random-effects results equal the fixed-effects results. The random effects results, shown below, 
represent the best eslimate of bolh long- and shorl-run avoidable cosls for unstaffed stations. 

The overall statistical results for the panel dataset arc provided in the following lablc. 

Equation 

Observations 

R-square 

Cost = Constant + B * TBD 

63 

0.234 

The short-run and long-run (random-effects) model results are provided in the following lablc. 

Constant 

TBD 

Coefficient 

36,391 

0.22 

Significance Level 

99% 

99';̂ , 

The results for unstaffed stations show that cosls rise linearly with increases in passenger 
activity. There do not appear to be any economies of scale f'or the unstaffed stations Family. 
Short-run and long-mn avoidable cosls are statistically equivalent, indicating that all costs that 
can be avoided are avoidable wilhin a year ofa change in aclivily levels. 

In all ofthe cases above, these regression equations are used lo generate predicted ResCen costs 
before and after a route is eliminaled. Avoidable Costs are calculated by applying the pcreenlagc 
change in predicted costs lo actual RcsCcn costs. 

8.6 General & Administrative Family 

8.6.1 Corporate Administration Subfamily 

Family: 
Subfamily: 
.Approach: 

General & Administrative - #600 
Corporate Administration - #601 
Fixed 

Scope 

The Corporate Administration Subfamily performs managerial and administrative functions that 
arc propcriy considered corporalcwide in scope. Expenses included in the Corporaie 
.Administration Subfamily are expenses such as the president's salary, expen.ses oflhe inspector 
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general's office, and similar cosls that support the overall mission ofthe entire Aintrak enterprise 
rather than a subset of operalions. 

Subfamily expenditures for FY'07 were S224.7 million and account for 5.4 percent of Amtrak's 
total expenses. 

Avoidable Cost Approach 

For the purpose of estimating Avoidable Cosls, the Corporaie AdminLslration Subfamily is 
classified as having Fixed Cosls. Expenditures in the Corporate Administration Subfamily are 
for corporalcwide activities and are not lied to a particular Roulc. Avoidable Cosls relative to a 
particular Route would nol be significant or measurable: therefore, costs incurred at ResCcns in 
this Subfamily arc 100 percent Fixed. 

8.6.2 Centralized Services Subfamily 

Family: General & Administrative - #600 
Subfamily: Centralized Services - #602 
Approach: Fixed 

Scope 

The Centralized Services Subfamily perfomis services f'or other portions ofthe Amtrak 
enterprise and is properly considered corporalcwide in scope. These services include computer 
services, payroll operalions. human resources, and employee services available corporalcwide. 
Centralized Services cosls represent services provided to and benefiting all employees and 
businesses operaling under the Amtrak corporate umbrella. 

Subfamily expenditures for FY07 were S234.6 million and account for 5.6 percent of Amtrak's 
total expenses. 

Avoidable Cost Approach 

For the purpose of estimating Avoidable Cosls, the Centralized Services Subfamily is classified 
as having Fixed Costs. Expenditures in the Centralized Services Subfamily are Ibr corporate-
wide activities and arc nol tied to a particular Route. Avoidable costs relative to a parlicular 
Roule arc nol significant or measurable, therefore, costs incurred at ResCens in this Subfamily 
arc 100 percent fixed. 

8.6.3 Qualified Managerial & Services Subfamily 

Family: General & Administrative - #600 
Subfamily: Qualified Managerial & Services - #603 
Approach: Fixed 
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Scope 

The Qualified Managerial & Services Subfamily performs high-level managerial and supporting 
activities rclalcd lo a subset oflhe total Aintrak enterprise. Although the ResCcns in this 
Subfamily perfomi missions similar lo the olher G&.A Subfamilies, because they do nol support 
the entire operation, ihcy are not considered corporalcwide and their allocation method needs to 
refiect this. 

Subfamily expenditures for FY07 were SI07.4 million and account for 2.6 percent of Amlrak's 
tolal expenses. 

Avoidable Cost Approach 

For the purpose of estimating Avoidable Costs, the Qualified Managerial & Services Subfamily 
is classified as having Fixed Cosls. Expenses in the Qualified Managerial & Services Subfamily 
are Ibr support activities and are nol tied lo a particular Route. Avoidable costs relative to a 
particular route are nol significant or measurable, therefore, cosls incurred at ResCens in this 
Subfamily are 100 percent fixed. 

8.6.4 Direct Customer (Non-NTS) Subfamily 

Family: General & Administrative - #600 
Subfamily: Direct Customer (Non-NTS) - #604 
Approach: Fixed 

Scope 

The Direct Customer (Non-NTS) Subfamily perfonns functions that support only Commercial or 
Commuter customers such as managing commuter operating contracts, real estate assets, and 
other support lo customers outside of .Amlrak's train operations. These ResCcns are exclusively 
outside the NTS and have specific non-NTS customers. 

Subfamily expenditures for FY07 were $9.4 million and account for 0.2 percent of Amlrak's 
lolal expenses. 

Avoidable Cost Approach 

For the purpose of estimating Avoidable Costs, the Direct Customer (Non-NTS) Subfamily is 
classified as having Fixed Cosls. Costs incurred at ResCens in the Direct Customer (Non-NTS) 
Subfamily are rclalcd lo businesses other than Amtrak's core business of providing intercity 
passenger train service, therefore, they arc 100 perceni fixed with respect to any Aintrak Route. 

8.6.5 Subsidiary Subfamily 

Family: General & Administrative-#600 
Subfamily: Subsidiary-#605 
.Approach: Mixed-Detailed 

192 

Declaration of .Maximilian R. Johnson - Exhibit D 



Methodology for Amtrak Cost Accounting 

Scope 

The Subsidiary Subfamily represents RcsCens'*^ associated with Amtrak's five Subsidiary 
Companies, namely Chicago L'nion Slalion Company (CUS), Passenger Railroad Insurance 
Limited (PRIL), Penn Slalion Leasing. LLC (PSL), Washingion Terminal Company (WTC), and 
30th Streel Limited, L.P. (TSL). The subsidiaries and their activities arc diverse: CUS owns and 
operates Chicago Union Stalion and various nearby real estate parcels; PRIL is an offshore 
captive insurance company that allows Amlrak to acquire insurance coverage that cannot be 
readily obtained domestically; PSL is a subsidiary established for lhe purpose of acquiring New-
York Penn Slalion from Amlrak and leasing il back lo the parent coinpany; WTC owns various 
parcels in the vicinity of Washington's Union Station, although nol the station itself; TSL was 
established for the purpose of rehabilitating and leasing 30th Sireet Slalion in Philadelphia, 
although the stalion ilself is owned by Amtrak. 

Subfamily expcndilures for FY07 were $ 17.3 million and account for 0.4 perceni of Amlrak's 
tolal expenses. 

Avoidable Cost Approach 

The Subsidiary Subfamily is unique in the APT systcin as the Re.sCens within the Subfamily arc 
unrelated to the other members in terms ofthe funclion they perform. Two ofthe subsidiaries. 
CUS and TSL, are essentially slalion operalions ResCens, PSL and WTC are Capital-related, 
while PRIL is related lo the NTS. In this respect. Subsidiary is similar to the two Multiple 
subfamilies (#205 and #305) because il perfomis varied funcfions and activities, and hence a 
single avoidable cost method cannol be used. 

In the case ofthe two Mulliple Subfamilies, avoidable cosl slalislieal results from other directly 
related Subfamilies could be extrapolated to those subfamilies by grouping the Multiple 
Subfamily expenses by Function. For example to estimate the avoidability of Turnaround 
expenses wilhin the MoE-Mulfiple Subfamily, lhe avoidable cost equations for Tumaround 
Subfamily #201 were used. This assumes that the relationship between Turnaround Service 
activity and cost relationships are the same in MoE-Multiple Subfamily and the Tumaround 
Subfamily, and therefore, the results from the statistical analysis ofthe Turnaround Subfamily 
can be applied to eslimated avoidable costs Ibr Turnaround Service Functions in the MoE-
Multiplc Subfamily. 

A variation oflhis approach is used I'or the Subsidiary Subfamily. In the Multiple Subfamilies, 
cosls were investigated and then grouped at the Funclion level for purposes of estimating 
avoidable costs, while in the Subsidiary case, entire RcsCens will be assigned the avoidable cosl 
approach ofits related Subfamily. In the Subsidiary Subfamily, Ibur ofthe five RcsCens 
perform activities that parallel that of other Subfamilies and would have been part of tho.sc 
Subfamilies except for having been setup as financially distinct, wholly-owned subsidiaries. 
This key distinction is what groups the ResCcns as the separate Subsidiary Subfamily. 

Tho Sublamily iiicludcs five Amtrak RcsCens and 10 "p.scudo-RosCcns," live of which correspond to the 
subsidianes ihomselves and live to virtual RcsCens used lo process elimination entries between the parent company 
and tho subsidiaries. 
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Table 8-13: Subsidiaries and Related Subfamilies 

Amtralt Subsidiary 

CUS 

PRIL 

PSL 

Related Subfamily 
Avoidable Cost Approach 

Stations 

none 

Capital 

TSL 1 Stations 

WTC Capital 

Bolh CUS and TSL are similar lo the ResCens in the Stations Family and will utilize the 
statistical equations Ibr that Family lo estimate avoidable cost. All the costs recorded at PSL and 
WTC are capital-related and will be dealt with in the Capital Family and arc excluded from the 
avoidability analysis ofthe Subsidiary Subfamily. 

Unlike the other Subsidiary ResCens, PRIL does nol have a similar Subfamily from which to 
replicate an Avoidable Cost approach. Hence, a different approach is needed. A majority ofthe 
cosls for this subsidiary are associaled wilh .Amtrak's accrual I'or self-insurance I'or passenger 
claims, insurance policies with outside companies, and professional fees. These expenses are 
fixed in lhe short term but would vary over lime as fewer passengers translate into a lower 
overall exposure and risk, fewer claims, and lower overall subsidiary costs. Long-term PRIL 
costs would be fully avoidable with respecl to a single route bul fully-fixed in the short term. 

Summary 

The Subsidiary Subfamily will follow a similar approach lo the MoE-Multiple and 
Transportation-Multiple Subfamilies by utilizing the Avoidable Cost approach of other 
subfamilies. The Subsidiary Subfamily will use lhe Avoidable Cost approaches from the 
Stations and Capital Subfamilies lo estimate the Avoidable Costs of individual ResCcns related 
to each approach. 

8.7 Capital Family 

8.7.1 Capital Subfamily 

Family: 
Subfamily: 
.Approach: 

Capital - #700 
Capital-#701 
.Mixed-Detailed 

Scope 

As explained in Seclion 7.7 above - and in more detail by Appendix E - the Capital Family 
consists ofa scries of "synthetic" charges representing the capilal cosls of operating Amtrak's 
NTS and other businesses, calculated as an annualizalion over the depreciable lives ofthe 
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expenditures made (or capilal lease engagements undertaken) to acquire or construct all 
Amtrak's physical propcriy and equipment assets, as recorded on its books of account, viz: 

• Passenger cars 

- Acela trainsets. 

Talgo cars, and 

- Al l other passenger cars (high and low-level), 

• Auto-carrying cars, 

• Materials handling cars. 

• Passenger locomotives (eleclric and diesel). 

• Railway work equipment and ROW machinery, 

• Highway equipment, 

• Other mobile property (shop machinery and computer equipmeni), 

• Car and locomolive shops, 

• Stations serving more lhan one NTS route. 

• Stations serving a single NTS roule, 

• Office buildings, and 

• Other fixed property."' 

.As noted in Appendix E. whereas the synlhelic capital charges generally rcnccl a requirement Ibr 
bolh a "return o f and a "return on" these Amlrak investments, their calculation wilh respect to 
land assets represents solely the "retum on" clement, thereby following the financial accounting 
convention of not recognizing an expense for depreciation of land values."*^ 

Avoidable Cost Approach 

In Seetion 8 of Appendix E Volpe proposed estimating the avoidability of these capital charges 
in case of an individual NTS route abandonment by collaboratively establishing with Amlrak 
staff a reasonable "disposition period" f'or each asset group that reficcts the time horizon wilhin 
which unused assets in the group could be sold, transferred to other train services or olher 
business lines, or otherwise disposed. For purposes of having a base methodology, however, a 
simplified assignment of avoidable percentages to which capital charges in each ofthe broad 
asset categories is used. Importantly, avoidable in this sense does not refer lo the extent to which 
Amlrak's need Ibr physical properly and equipment is ultimately variable wilh its service output 
on any individual NTS route. Rather, in the case of abandonment of such a route, avoidability 

""' Land tbr transportation purpo.ses. grading/'olher ROW c.xpeiulilures. lunncls/'subways. bridjies/trestlcs/culverts. 
fencos/snowshcd.s/signs. roadway buildings, waten'fuol .slalions. communication systems, signals/interlockers. power 
plants, power transmission systems, public improveinents. ties, rail, and ballast. 
•*' In Section 3 of Appendi.x E. Volpe provided Ibr calculation ofa "return on" clement both on land values and on a 
suggested allowance for working capital, the latter consisting pnncipally in .Amtrak's case ofits curreni matenals 
and supplies inventory. Although such inventory is a physical as.sel, the potential generation ofa capilal charge on 
lhe basis of any curreni a.ssets is considered here as an option Ibr Amtrak and has not boon further treated in this 
report. 
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refers lo the degree that Amlrak's physical assets, and their associated capilal eosls that were 
allocated lo that roulc, could be: 

1. Used alternatively, through the end oflhe service lives assumed in calculation of their 
respective capilal charges, in support of olher Aintrak routes or activities and in a way 
permitting postponement of necessary Aintrak property or equipment expenditures that 
would have generated annual capital charges at least as high as those on the reused assets, or. 

2. Disposed of by sale to outside parties (commuter or freighi railroads, non-railroad entities, 
etc.) at prices ncl of sale cosls that would provide, when combined wilh their curreni annual 
capital charge muUiplied by the nuniber of years of their so far accumulated service life, a 
coniplclc reiurn of and reiurn on their original acquisition cost (at the return-on-invcstmcnt 
rate currently employed I'or capital charge purposes.""* 

In bolh these circumstances, the possibility of alternative use depends on the physical suitability 
ofthe as.set in the alternative service although in some applications economical modifications 
may be made. Electric locomotives having lo operaic on eleclric power-equipped railway lines 
and .Amtrak's particular high-level passenger cars being usable only at facilities without either 
excessively restricted overhead clearances or high-level platforms are notable and obvious 
examples of basic physical limitations that may preclude redeployment. 

On this basis, capital charges for all the asset categories listed above, except the five lypes shown 
in Table 8-14, are treated as 0 percent avoidable within one year and 0 perceni avoidable as well 
within five years. The table also gives the default value fbr the proportion ofthe capital charge 
to treat as avoidable I'or these assets. Applying 0 percent lo all other categories recognizes what 
appears lo be the questionable prospects both Ibr selling the specialized rolling stock from a 
hypothetical ly discontinued Acela. Aulo Train, or Talgo service al prices meeting the complete 
investment return standard noted above, and also I'or partially disposing of station, roadway, shop 
or olTicc building assets in a manner meeting cither the above sale or "alternative Amlrak use" 
standards in response lo hypothetical discontinuance ofa single NTS route. Il is recognized that 
in the case of Acela service, for example, application of 0 percent will increase, relative to olher 
routes, the reported difference shown using this methodology belween avoidable and fully-
allocated cosls, the latter of course including the lolal capital charge calculalcd I'or Acela 

41, 
trainsets. 

The default assumption is that the sale proceeds would be such ihat the annual capital charge would be an accurate 
cMimale ofthe annual avoidable cost, but ifa differcnt outcome is expected, the annual avoidable cost eslimate 
would need lo be adjusted. 
'̂ As noied in .Appendix P., the Uniform Rail Costing System (URCS) used by Ihe STB for guidance in Ireighl rate 

regulation cases treats as 100 percent vanable with an individual railroad's ser\ ice (,ulput (over an intermediate time 
period) all capital return allowances calculated for lis r(,lling stock and as .̂ 0 percent vanable the corresponding 
allowances for its rail Imes and olher ll.xcd physical assets. This might appear to be in contlict with the percentages 
suggested here, but URCS is intended to answer a different basic question, which is. how. within tho constraint of 
tho ultimate capacity ofa railroad's current network, its costs per unit of service output (freight ton-miles, for 
example) may be e.xpected to vary with the amount of such output actually produced. In the absence ofa car 
surplus producing more freight ton-milos. more cars are naturally required. Likewise, in the absence of ready-to-use 
excess capacity running more Ion-miles on an existing nclwork is likely to require some additional capilal 
expenditures on lixed assets. By contrast, this methodology is concerned with what the effect on Amtrak's total 
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Table 8-14: Avoidability Percentages for Amtrak Assets, 

Asset Type 

Passenger cars and locomotives other lhan .Acela 
irainsets and Talgo cars 

Materials handling ears 

Railway work equipment and ROW machinery 

Highway equipmeni 

Stations serving a single NTS route 

Long-Term Avoidable Percent 

50"/i 

50% 

75% 

100% 

75% 

The possible significance of Amlrak physical assets having resale value as scrap has not been 
considered for purposes of these suggested percentages. 

Discussion belween Volpe and Amlrak staff has indicated that reduced service on an individual 
NTS route might well resull in frecd-up rolling slock simply being stored rather lhan 
immediately deployed on olher routes, which arc being operaied lo Amlrak's satisfaction wilhin 
the capacity constraints of its present fieet. The avoidability percentages suggested for cars and 
locoinolives. other lhan the Acclas and Talgos. are not meant lo indicate that temporary rolling 
stock surpluses on Amlrak would always be negligible or would necessarily be obviated by easy 
sale lo outside parties al favorable prices. However, a trade-off appears to be involved. On the 
one hand, equipment capital cosls on an NTS roulc might be misrepresented as totally avoidable 
on the basis of an equipment demand from alternative Amlrak routes that is implicitly, but 
erroneously, assumed to be constant. On the olher hand, these costs might be niisrcprcscntcd as 
totally unavoidable when at some point in the future—Ihc closeness of which isn't specilled and 
would presumably depend on the relative size ofthe route in question—fieet renewal necessities 
will suddenly convert Ihem lo avoidable. In those a.s.set categories where a posifive avoidability 
percentage is used, the implicit decision is to err on the side ofcapital cost avoidability being 
overly specified at some poinls in time lo avoid this specificalion being unstable and highly 
dependent on Amtrak's current fieet renewal situation. 

8.8 Utilities Family 

8.8.1 Utilities Subfamily 

Family: 
Subfamily: 
Approach: 

Utilities - #800 
Utilities-#801 
Fixed 

costs would be ifan entire segment ofits service output were to stop running with concomitant frecing-up ofthe 
cars/locomotives and fixed facility capacity that had boon involved. 
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Scope 

The Utilities Subfamily includes ulilities expenses such as gas, electric, and water provided at 
various lerminals, stations, and support facilities. Most of Amlrak's utilities expenses are 
recorded al ResCcns already in another Subfamily and are allocated by that Subfamily method. 
However, ResCens in the Utilities Subfamily support multiple departments and ulilily costs that 
cannot be attributed lo a single RcsCcn or aclivily. The Washingion Utilities ResCcn. for 
example, incurs utilities cosls for mechanical, iransportalion. and mechanical operalions. 

Subfamily expcndilures for FY07 were Sl 7.0 million and account Ibr 0.4 percent of Amtrak's 
lotal expenses. 

Avoidable Cost Approach 

Ulilities Subfamily cosls al multipurpose facilities are properly allocated lo the trains and 
businesses supported by those facilities, but the elimination ofa single route will not result in 
significant or measurable cosl savings. .An exception to this general rule occurs ifa facility 
supports only one roule, in which case Amtrak would eventually dispose ofthe facility if that 
route were eliminated. Therefore, Utilities Subfamily eosls are considered 100 percent fixed in 
the short run. and are fixed in the long run, unless a particular Subfamily ResCen supports only a 
single roule. 

8.9 Police, Security, & Environmental Safety Family 

8.9.1 Police Subfamily 

Family: Police, Security & Environmental/Safety - #900 
Subfamily: Police-#901 
.Approach: Fixed 

Scope 

The Police Subfamily performs traditional patrolling and protection duties in support of .Amtrak 
trains, facilities, and ROW. The Police Subfamily consists of two Subcategories: National and 
Regional/Local. The Regional/Local Subcategory provides the frontline policing duties, while 
the National Subcategory coordinates and supports the operation across the Aintrak network. 

Subfamily expenditures for FY07 were $35.5 million and account f'or 0.9 percent of Amtrak's 
total expenses. 

Avoidable Cost Approach 

.Although the Police Subfamily consists of two separate Subcalegories, these categories are 
treated in the same manner with regard lo avoidable costs. ResCens in the National Subcategory 
coordinate national policing services and their cosls cannol be attributed to the activity level ofa 
particular Route. While activities at ResCens in the Regional/Local Subcategory are focused on 
and around passenger stations, these ResCens also police Amlrak's infrastructure al other 
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localions, so their cosls cannol be attributed lo the activity level ofa particular Route. Cosls at 
ResCens in the Regional/Local Subcategory would likely be fixed and any avoidable costs Ibr a 
parlicular route would nol be significant or measurable. Therefore, cosls Ibr this entire 
Subfamily are considered 100 perceni Fixed in bolh short and long term 

8.9.2 Security Strategy & Special Operations Subfamily 

Family: Police, Security «& Environmental/Safety - #900 
Subfamily: Security Strategy & Special Operations - #902 
Approach: Fixed 

Scope 

The Security Strategy & Special Operations (SSSO) Subfamily works together with the Police 
Subfamily to provide traditional patrolling, inlclligcnce, and counlerlcrrorism efforts in support 
of Aintrak trains, facililics, and ROW. Additionally, the SSSO Subfamily manages all capilal 
and granl projects related to security operations such as the installation of new security cameras 
on tunnels, bridges, and olher righls of way as well as all projects funded by the Deparlinent of 
Homeland Security. 

Subfamily expenditures for FY07 were $8.0 M and account for 0.2 percent of Amlrak's total 
expenses. 

Avoidable Cost Approach 

The SSSO Subfamily supports all Amlrak Routes through ils national policing and coordinating 
security functions. Cosls incurred at ResCcns in this Subfamily are fixed with respect to activity 
levels and these costs are considered 100 pereent Fixed. 

8.9.3 Environmental & Safety Subfamily 

Family: Police, Security & Environmental/Safety - #900 
Subfamily: Environmental & Safety - #903 
.Approach: Fixed 

Scope 

The Environmental & Safety Subfamily performs activities lo ensure and oversee environmental, 
health, and .safety issues of Amtrak and ils employees. These activities include reporting and 
safely compliance requiremenls by state and federal agencies as well as compliance wilh 
environmental regulations. 

Subfamily expenditures Ibr FY07 were S9.8 million and account for 0.2 percent of .Amlrak's 
tolal expenses. 
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Avoidable Cost Approach 

The Environinental & Safely Subfamily oversees safely matters for the entire Amtrak enterprise 
and especially ils employees. These costs cannot be atlribuled lo a single Roulc and any 
avoidable costs for a particular Route would nol be significant or measurable. Therefore, these 
costs arc considered 100 percent fixed. 
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9 Conclusions and Recommendations 

This report provides background information on and a description ofthe recommended 
methodology f'or determining Amlrak's Avoidable and Fully Allocated Costs. It fulfills the 
Congressional mandate outlined in the 2005 Consolidated Appropriations Acl. Once 
implemented, the methodology wil l provide Amlrak management and the FRA wilh useful cost 
information about Amtrak's routes and businesses. Since the mclhodology was developed 
collaboratively by the FRA, Amtrak. and the Volpe Center and in conjunction with Amtrak's 
APT system infonnation system development, the likelihood is high that it wil l be successfully 
implemented and used by Amlrak stakeholders. 

9.1 Recommendations 

Even though Phase I of lhis task is complete, there is still work to do. Amlrak diligently 
continues lo develop the information technology system lo support implementation ofthe 
methodology. FRA and Volpe wil l continue to work wilh Amlrak lo support this development 
where appropriate. Additional immediate follow-on activities are essenlial ifthe incthodology is 
to be successfully implemented. 

• Validation. Once implemented, the methodology must be validated lo ensure that the 
rccoiniiiended methodology has been faithfully and accurately executed in Amtrak's 
new information technology system and that it does not produce unintended results. 

• Updating; Procedures. Monthly and annual update procedures need to be defined and 
followed lo ensure that the methodology maintains ils accuracy and usefulness given 
the operational and financial syslem changes al Amlrak. 

• Documentation. Various types of documentation need to be developed, including 
operations and user manuals. Amtrak should also make a strong effort to 
communicate information on the methodology lo stakeholders who were not involved 
in the incthodology development process. 

9.2 Conclusions 

The methodology described in this reporl is a great improvement over RPS in temis of allocation 
logic, internal consistency, and transparency. It wil l provide improved and timelier information 
on the Fully Allocated costs of Amtrak Routes and will cstiniate Avoidable Costs for those 
Routes. The methodology was developed wilhin the constraints of Amtrak's current operational 
environment and financial and olher infomiational technology systems. Several opportunities 
exisl lo refine the methodology and need to be explored once the Phase I methodology is 
implemented. These include improved sources of statistics Ibr Amlrak's non-NTS businesses 
and new and refined statistics Ibr Amtrak trains lo facililaic lhe analysis of costs al the subtrain 
level. Strategics need to be developed for increasing the share of cosls coded directly to irains 
and routes, in particular, fuel and passenger inconvenience costs. Finally, refinements can be 
expecied to the equations used lo eslimate the avoidable cosls of Amlrak irains once the 
methodology is implemented and more detailed data becomes available. 
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] . • • , • . I- !'. I :P ' . n 

(Vl.ilvi 27 21110 

I IJllk I Î U^akll.•̂ .•l̂ l 
( !i;iii. Matc> liir l'.isM.T!i(.-i R.ul I niililuiii 

W isk.'i)iwin ncpaiiiiiLTii ot" 1 iMii>pi.iii;iiii)ii 
I'O Mo\ 7910 
Miidisim. WiseiMiMii 5.wii7-~'>lii 

iLiyciii.' \ ( onli Jr 
(. h.iii. SlaiiiliiiL; (.'i)niiiiiUi.'c on R.\\\ I iMiispiuUilion 
\in>.'iK\iii As-;<)i,M;iiu)n o!"M;ilv; l l iu ln \ j \ JIKI 1 Kinspoikitioii ( JUIVJIJIN 
Sccivl;!r\ 
Noith (. .iioiinii Ik'pjrlmunt o l ' l i"aii»poit;ilion 
I Kiiispoiiaiioii IkiiUiint; 
("iiK- S W ilniintiion Siicci 
Kalciuh. \ t 27()W-15()1 

DIM:- Scciouiiifs RiisalaLchi ;'.iKi ( i>iili' 

In n.-i.'i.-iii iv.onlli-. \niliaK and ii> cunvni Stale paitnois (llio Stales) iL-pri.-:ci-.lcii in \om entities, the 
Staiiiiini; (.'ommittee on Kail I lansportation. .\meriean .\ssoeiation ol State lii^iliwas and '1 lanspoitaiioii 
Ori'ieiais ( \ . \S I I H.)) and the States lor I'as.sen'jei Uaii Coalition (S4I'K). lKi\e made .subsiantial ell'oris 
tiiuaid ruilillini; the reiiiiiremeiits ol'Section 2(W ol liie I'assenyer Kail linestment and Impioxement \ i l 
ol 2i)()S (I'RIIA) \e \er t l ie less . lot a \aiiet> ol leasons we ha \e not met Seetion 2i)")'s lei-iuiiements that 
we "deNelop and implement a single, nationwide >tanilaidi/ed metliodi>loi;> " "\\\ |itlim 2 seals aliei 
the data olenaetnient oflhis Aet." as ealled loi in subscelion (a) Hased on I'KII \ '> eiiaetment on 
()etoher Id. 200^. the deadline ol'C )etobei Id. 201(» ha.s pa.ssed. 

Suhsection (e) ol"Seetion 2l>'> states tiiat il we do not meet tins deadline, "the Siirtaee 1 laiisponatioii 
Moaid |SI H| sliall determine tiie appropriate metiiodoiojiy . .'" and uises the paities ilie aiiilit\ to -eels 
resolution oi"this matter before the Hoard Rather than e\eieise this riuht at this time, we sliaie a eonr:'.on 
iieliel that the Stales and \mtiak sinnild eontiniie the work currenily MI ploi:les^ to collaiioraii\el\ 
detei mine a methodology loi Section 20^. We propose ai;ieeinu to continue liiis woik loi a period ol - i \ 
UO months until Apnl Ui. 2011 

.Xmtrak lecoyni/es that tlie States represented Iiy NOUI yroujis ,u"e indiMdual entities. Imt tiiey ha\e 
assembled a Woikiiii; t i roup under \our auspices to repieseni tiie interests ol the States with iexpect to 
Scvtion 20') issues Amtrak's manajiemcnt team, rcpiescntiiii: tiie \niliak Hoard, aiui lhe workmu yioun 
will beym di.sciissioiis this luonili bolii on the subsiiuuui.- issuer leiatiiiLi to Section 20' ' and to establish ,i 
piocess and schedule to i;uide the negotiations 
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A IVI T R A K 
^l•l u ;.:iii s l i ' is , ,! u rln , 

(I, ifhi-i y i m i i 

/ ' , ; • . . -

I'l IOI to Apnl U). 201 1. we aLuee liial Xmtrak and tiie Slates lepicseiiled l\v >our iwo oii:a:n/aiiops ma\ 
decide to approacii the Sl H for assistance in Section 20') malicis imt shall ayree to liiiiii this .ictioii to 
instances ol"mutual dei.i.sion. assuming the parlies conliiuic to woik in good faith lowaids tiic complelion 
o\\\ new inclhoilologN undei Section I W If al the end ol the <•> month penod dcscriivd in I'ris Ictici. 
Xmtiak and the Stales agree that theie lemain significant and material tcciini^al oiisiaelcs to detcririnmg 

a mclhodology. iiie\ ma\ consider a limited cMciisioii of thi.s jieiiod 

I o indicate \our agreement with llus pioposal dcsLiibcd abo\e . please sig-i th.is kltei and lelum it to IIK 
a b m c addie.ss W'e look foiward lo woikiiig coilaboiatneiv with \ou and MIUI oigani/atioiis on iliis 
impoilanl process. 

Siiieeiel 

Msjz^ 
II Hoardman 

'cnl iiihH 'lih'l / ' \i ' i /(//\v O/l'iL iv 

Daniel R Mliott III. I 'hairman, Surface rransportalion Hoaid 
Section 2iW Working (noup Dasid Kutro.sky. t t .11' X 

i'atricia (,)mnn. \ N I I'R X 
i'atnck Siiiiiiion>. NCDOl 
Kesin I'agc. X'A-DRIM 
HcthNachieiner W'lsIKM) 

A c n i ' i r i ) .xNi) .x( ' iRi- . r i ) 

Hate- _ _ _ 

lis _ 

Tille. 
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toPfor 

JO' •.•\A\ II t l iMt ' l l i i III 

October 27. 2010 

Fiank.l. Busaiacchi 
Chair, LSlates for Passenger Rail Coalition 
Secretary 
Wiscon.sin Depaitment ol'Transportalion 
PO Box 7910 
Madison. Wisconsin 53707-7910 

liugene A. Conti Jr. 
Chan. Standing Committee on Rail Transportation 
.Amencan As.sociation of State Highway and Tran-sportalion Officials 
.Secretary 
North Caiolma Dcparlnicnt of Transportation 
Transporiation Building 
One S. Wilmington Street 
Raleigh, KC 27699-1501 

Dear Secretaries Bu.salacchi and Conti: 

In lecent months, Amtrak and its current State partners (the States) represented by your entities, the 
Standing Committee on Rati Transportation. Amencan Association of State Highway and 'Transporiation 
Officials (AASHTO) and the States for Passenger Rail Coalition (S4PR), have made substantial efforts 
toward fulfilling the rcciuircmcnis of Section 209 ofthe Passenger Rail Investmenl and Improvcnient Act 
of 2008 (PRII.A). Nevertheless, for a variety of reasons we have not met Section 209's requiiemcnts tiiat 
we "develop and implement a single, nationwide standardized methodology..." "|wjitliin 2 years alter 
the dala of enactment of this .Act.'" as called for in subsection (a), leased on PRIIA'i. enactment on 
October 16, 2008. the deadline of October 16. 2010 has passed. 

Subsection (c) of Section 209 states that if we do not meet this deadline, "the Surface Tiansportation 
Boaid [STB] shall determine the appropriate methodology...." and gives the parlies the ability to seek 
resolution of this matter before Ihe Board. Rather than e.xercise this right at this lime, we share a common 
belief thai the States and Amtiak should continue the work currently in progress to coliaboiatively 
determine a methodology foi Section 209. Wc propo.se agreeing to continue this work for a period oi".si\ 
(6) months until April 16, 201 I. 

Amtrak recognizes that the States represented by your groups are individual entities, but they ha\e 
assembled a Workmg Group under youi au.spices to represent the intere.sth oflhe Slates with respect to 
Section 209 issuer. Amtrak's management team, representing the Amtrak Board, and lhe woiking group 
will begin dibcu.ssions this month both on the sub.stantive issues relating to Section 209 and to establish a 
process and schedule to guide lhe negotiations. 
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A r j \ J- r^ A K 
S'('( /clii i ics Ihis-tilarrln a n d Coiili -fjf~̂ " 
O e t o b n .'", JOII) ^ ^ t O m ' 
I ' . . ; : , - : ^ 

Pnor lo Apnl 16, 2011. we agree that Amtrak and the States repiescnled by your two oiganiAitions may 
decide lo appioach the S'TB foi assistance in Section 209 matters but shall agree to limn this action to 
in.slances of mutual decision, a.ssuming the parlies continue to work in good faith towards the completion 
ofa new methodology under Section 209. If at the end ofthe 6 month period described in this Icttei. 
.Amtrak and the Stales agree that there icmain significant and matenal technical obstacles lo delermining 
a methodology, they may coubidei a limiled e.xtension of this period. 

To indicale your agreement wilh this proposal dcsciibcd above, please sign this leller and reiurn it to the 
above address We look forward to working collaboratively with you and youi organi/.alions on thi.s 
important process. 

Sincerelv. 

^/6L£--
II. Boardman 

'enl and Cliief ExcculiYc Officer 

cc. Daniel R. Elliott III, Chairman, Surface Transportation Board 
Section 209 Working Group: David Kutrosky, CCJPA 

Patricia Quinn, NNEPRA 
Patrick Simmons, NCDO'T 
Kevin Page. V.A-DRPT 
Beth Nachrciner. WisDOT) 

ACCEP'TliD AND AGREED: 

Dale: ^ 

By: T^l^SUC^O. 

Title: 9jg^c.f ej-hcxr f 
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SUMMARY of SWG PRICING SCENARIOS 
2-7-11 

OBJECTIVES 
The primary objectives associated with SWG proposals are to establish a pricing mechanism 
which: 

• Fairly allocates costs to states 

• Is less than Fully Allocated 
• Has sustains the level of funding currently provided by States which currently support 

the "whole costs" of their routes. 
• Gives States more control and a better understanding of costs (Route Costs) 

• Allocates overhead/non specific costs as a percentage, based on the level of service 
provided, not as a share of what Amtrak spends. 

FULLY ALLOCATED COSTS 

• APT Fully Allocated Costs for 209 Routes: $741m 

• Currently, 75% of fully allocated costs are covered by a combination of operating 

revenues and state payments. 

IMPACTS of PROPOSALS 
• Amtrak Policy A proposed that 90% of costs would be covered by a combination of 

operating revenues and state payments. 
• Amtrak Policy B proposed that 91% of costs would be covered by a combination of 

operating revenues and state payments. 

• The SWG Pricing Scenarios propose that 209 routes will cover approximately 80% of 
their fully allocated costs through a combination of operating revenues and state 
payments. 

OVERVIEW OF PRE-209 COST ALLOCATIONS: SUPPORTED vs. NON-SUPPORTED ROUTES 
16 Routes are currently fully supported by States. 

• These routes represent: 
o 44% of total train miles of all "209 Routes" 
o 40% of the total ridership of all "209 Routes" 
o Generate 38% of all ticket revenue. 

• About 84% of the fully allocated costs these routes are covered by a combination of 
revenues and state payments. 

o APT Costs allocated to those Routes: $306m 
o Ticket Revenue from those Routes: $139m 
o State Payments for those Routes: $117m 

• Additional payments which would be required by states currently supporting routes to 
cover fully allocated costs: $50m 
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11 Routes are currently not funded or only partially funded by States. 
• About 69% of the fully allocated costs of these routes are covered by a combination of 

revenues and state payments. 
o APT Costs allocated to those Routes: $435m 
o Ticket Revenue from those Routes: $228m 
o State Payments for those Routes: $ 72m 

• Additional payments which would be required by states currently not or partially 
supporting routes to cover fully allocated costs: $135m 

ROUTE COSTS: 
The SWG Pricing Scenarios are all based on route costs as presented by Amtrak. The variances 
in total costs are a result ofthe impacts ofthe MULTIPLIERS only. Route costs are consistent in 
all scenarios. 

Note that the Route Costs are based on initial APT numbers presented by Amtrak and do not 
reflect and errors or omissions which may occur upon consultation with States. In most, if not 
all cases, it can be assumed that Route Costs for routes will be less than what indicated here. 

• The total Route Costs allocated to 209 routes = $425m 
o 41% of Route Costs allocated to 209 Routes which are currently fully funded by 

states = $175m 
o 59% of Route Costs allocated to 209 Routes which are partially or not funded by 

states=$250m 

IMPACTS ASSOCIATED WITH SWG PRICING SCENARIO 
Impacts of SWG C: (smaller multipliers, no G&A) 

• $594m in costs are allocated to 209 Routes, which is 80% of the fully allocated costs. 
• Fees for states currently contributing will decrease collectively by $5.7m 
• Fees for states not contributing or partially funding their services will increase by $44m 
• Total increase in fees to Amtrak: $38.3m 

Declaration of Maximilian R. Johnson - Exhibit M 



Exhibit N 



To: State Working Group 
From: Amlrak Policy & Dc\elopmcnl 
Date: February 18. 2011 
Rc: Response lo Policy Proposal, i"ebniary 8 

Thank you for submilling your proposed PRIIA Section 209 operating pricnig policy via e-mail 
on Februaiy 8. Our under.standing ofthe key features oflhe policy is as follows: 

• Cosls are classified into 3 categories: Third Parly Costs. Roule Cosls. and Olher Costs. 
Third Party Cosls consist of host railroad maintenance of way and performance 
incentives, and fuel. Roule Costs consi.sts of costs that States are generally able lo "see 
and touch" on their routes, and cosls ihal are easily understood and allocated even if ihey 
are not geographically close to the service. 

• Third Parly Cosls will be charged lo Slates. Route Costs will be charged lo Stales, and 
Olher Cosls will not be charged to States. 

• Additives will be charged lo certain Route Cost line items in place of Other Cosls. These 
additives will vaiT based on whether routes connect wilh the Norihcast Corridor. 

Third Party Costs 
Ihis co.st category contains the line items that are proposed to be billed based on actual costs. 
Because the additive formula proposed was based on specific line items, il appears ihal 
segregating these cosls becomes less important from a pricing perspective, bul we agree that the 
characteristics of these costs (can be highly variable) makes it meaningful to consider them 
separately. 

Route Costs 
Ba.sed on our preliminary analysis, we agree wilh the concept you propose of defining Route 
Costs that will be charged lo Stales ai a detailed level. We understand how the items you have 
identified as Roulc Co.sls are easy Ibr you lo understand, verify, and explain to your various 
stakeholders. We are also pleased al how by using the dclail in the Amlrak Perfonnance 
Tracking (AJ'f) syslem for these costs, we are able to pass along roulc-specific cosl 
characteristics (e.g.. l&I', crew couplets, stations) lo the sponsoring Slales(s). further analysis 
may lead us to suggest minor revisions belween Roule and Olher Costs, bul al this time we 
believe this is a good framework wilh which to continue our discussions. 

Additives 
You have proposed additives (multiplers) for Crew, Equipment, OBS, .Vlarketing, and Police & 
Secuiity. You have not proposed a Ci&A additive. .As our earlier discussions revealed, some cosl 
line items defined as Route Cosls have overhead-type cosls included with the direct costs in the 
API' family (e.g., stations, hosl railroads), .so these do not explicitly require an additive. Olher 
cosl line items may have overhead-type costs classified elsewhere, bul you have nol proposed an 
additive for all ofthe.se line items. In the inieresi of simplicity, we are open to the idea of nol 
calculating an additive for every Roule Cosl where one is possible. The number of additives (5) 
and the categories you propose seem like a good compromise between ease of implementation 
and having a sufficient level of detail. 
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NAIIONAL RAILROAD I'ASSfcNGER CORPORATtON 

i-il Mis' , i f l i i i<el ls/ 'venuc ' I : V.'ii! n i^'oii I t ?"i":1/" 

ii'i ;u/ 'IJ!- ua;. u . /»/ 'yje /Oas 

A A A T R A K 

Stephen J Gaidi ic i 

Vi«- IVeiio'i'nt, I'clity eintl l!cvi'lo|)Mi(?ru 

March 17,2011 

I'aula J. Hammond 
('hair, States for Passenger Raii Coalition 
Secretary, Wasliington Department ofTransportation 
310 iUaple Park Avenue Sli 
P.O. Box 47300 
Olympia, WA 98594-7300 

Hugene A. Conti Jr. 
Chair, Standing Committee on Rail Transportation 
American Association of State Highway and Transportation Officials 
Sccrctary, North Carolina Department ofTransportation 
Transportation Building 
One S. Wihnington Street 
Raleigh, NC 27699-1501 

Dear Secretaries Hammond and Conti: 

I'm writing today lo discuss our collaborative efforts to advance Section 209 ofthe Passenger Rail 
Investment and Improvement Act of 2008 (PRIIA). First, I'd like to recognize the time and effort that 
your agencies and fellow States have contributed to the Seclion 209 process. Wc have made significant 
progress and this would not have been possible without this cooperation and, in particular, the substantial 
contributions oflhe Section 209 States Working (iroup (SWG) appointed by your organizations. 

T'he recent pricing proposal from the SWO represents a major shift in how Amtrak and our Slate and 
agency partners would share the costs of providing passenger rail sci-vicc. The Amtrak Board of 
Directors has reviewed and indicated its general support for this approach, subject to agreement on the 
additive rates and other details, and we believe it will be a solid foundation tor cooperatively growing our 
operations in the future. While this generally policy concurrence represents a significant step forward, at 
this time, certain details oflhis proposal remain outstanding as wc continue lo cooperatively refine this 
proposal. Wc arc confident thai wc can rcsolvc these issues, but we believe that wc can do so in a morc 
thorough manner hy devoting some additional time to the Section 209 process. 

To that end, wc propose that we extend the agreement between our organizations, originally executed by 
Secretaries Busaiacchi and Conti on October IS, 2010 and attached, for an additional two months until 
June 16,2011. Under this proposed extension, we wil I continue to work in good faith to finalize these 
details, and wc will continue to agree to only approacii the Surface Transportation Board (STB) for 
assistance in cases of mutual agreement. 
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A A A T R A K 
I'aula.!. Utimmond 
Eugene A. Conti Jr. 
March J 7, 2011 
/'age 2 

To indicate your agreement with this extension, please sign this letter and return it to the above address. 
We look forward to the swift conclusion oflhis important process, and I would again like to thank all our 
State and agency partners for their contributions. 

Sincerely, 

Stephen Gardner 
Vice President, Policy & Development 

ACCEPTIiD AND ACiRI-liD: 

Date: 

13y: 

Title: 

Date: 

By: 

Title: 

cc: Thomas Carper, ("hair, Amtrak Board of Directors 
Joseph II. Boardman, President and C^RO, Amtrak 
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To: SWG & Amtrak counterparts 
From: Max Johnson 
Date: March 30, 2011 
Subj: Meetings to discuss capital charge, additives 

Capital charge 
Some background on financial terminology we discussed this morning which may be helpful for 
the topic: 

• Operating costs are costs where the associated benefits are used up within the period, 
generally the month or the year 

• Capital costs are costs where the benefits last for more than a period, generally longer 
than a year 

o First, spending capital dollars is considered investment or capital expenditure 
("cap ex") 

c Then, when the dollars are spent, accountants capitalize the spending and create 
assets 

o Finally, the assets are depreciated (or amortized) over the estimated useful life of 
the asset, representing how much of the asset is used up in a given penod 

The APT system presents capital charge data in terms similar to depreciation - how much ofthe 
asset IS being used up, by route, by time penod. One advantage of this is that the costs of using 
assets are shared fairly across routes and across time. One disadvantage of this (at least from a 
209 perspective) is that the depreciation number is disconnected from when and how the capital 
dollars are spent. 

Thus far in the process of designing a capital charge, we have proposed using the APT 
depreciation data to take advantage of its fair split of capital costs across routes and time. We 
have attempted to solve the problem of the missing link to spending by proposing the creation of 
capital reserve accounts ("lockboxes") to create a future record of how these funds will be spent. 

While we may have solved the problem of the missing link between asset usage and investment, 
the lockbox concept as presented would set aside funds intended for capital investment on a 
specific route, but would not immediately create a detailed investment plan for those funds. 
Some states have expressed that this approach is not how their agency or their state typically 
does business. Yesterday, we also heard similar concerns from the FRA. 

Because the FRA is likely to be interested in aligning the capital charge with current and 
proposed Federal grant programs, the FRA is also interested in linking this charge to specific 
investments. In the terms of the terminology discussed above, this would involve basing the 
charge not on a depreciation number, but instead on an investment/cap ex number. One caveat 
to this approach is that cap ex investment can be "lumpy" relative to the more "smooth" 
depreciation number, but a future investment program could be structured at a more steady rate. 

As discussed previously, even though there is a perception that older equipment is fully-
depreciated, there is a constant requirement for a certain level of overhauls for reasons of safety, 
performance, and appearance. One possibility for developing a capital charge that meets the 
needs of the funding partners (FRA and states) is to take this investment data and allocate it by 
routes using the Units Used statistic in APT. (Note: this would not happen within APT, nor is it a 
proposed change to APT This process, as envisioned, would involve combining the statistics 
from APT with other financial information outside of APT.) 

We will begin investigating this alternative and give you further updates at our next meeting... 

Additive Summit 
Yesterday we held the "Additive Summit" between Policy & Development, the APT group, and the 
Financial Control/Costing group, who develops costing for businesses such as Commuter and 
outside mechanical worl<. We ended the meeting with a general consensus between the groups 
about the Route Cost approach, and a short list of follow-up analysis. 
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PRIIA Section 209 
Cost Methodology Policy 

June 10, 2011 
Draft for Discussion 

Prepared for PRIIA 209 States and Other Interested States by 
The States Working Group (SWG) and Amtrak: 
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Passenger Rail Investment and Improvement Act (PRIIA) of 2008 
Section 209 Cost Methodology Policy 

Recommended by the State Working Group (SWG) and Amtrak Staff 

DRAFT 6/10/11 - For Discussion Purposes ONLY 

Overview 
Under the provisions of PRIIA Section 209, all short-distance Amtrak corridor services must become state-
supported routes and states must pay the proportional costs associated with their respective corridor route. 
This document describes the "single, nationwide standardized methodology for establishing and allocating the 
operating and capital costs among the States and Amtrak." This methodology applies to services provided by 
Amtrak over routes "of no more than 750 miles between endpoints," as descnbed in section 24102(5)(B). 

^ ^ " N E C S p i n e ; Acela k«pr«ss Noriheatt Kegionai 

S t a t e S u p p o r t e d R o u t e s : AiiiiuiiJd> Blue Wjiei 

Capitol Csiridcr Carjiinian Downenblei Et^an Allen Heaillan.1 Fl/ei 

Hiawainas lihriois Zephyi Carl Sandburg lilini Sa uki Keysloiie Lyncliburg Kegional 

Missouri Ri.ei Runne' Pere Maroueiie Pie^nioni San Jcaa..ins veunoiter 

S y s t e m C o r r i d o r R o u t e s : EniDite Seiviu Hcubiei Siaie Mape Leal 

R Lhincra Nenport News Regional PennSrKanan Spiinglielc Line Wolveiuie 

M i x e d S t a t e / S y s t e m R o u t e s ; Cascades Pacific Smfimei Lmccii 

Ser/ice Hocsier Slate Keystone 

Long Distance Routes 

Appendix A provides a list of affected routes; Appendix B provides the text of Section 209 and related statutes. 

Members of SWG-Amtrak group include John Bennett, Stephen Gardner, Shayne Gill, Susan Howard, Max Johnson, David Kutrosky, 
Beth Nachreiner Kevin Page. Patncia Quinn, and Patnck Simmons 
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Currently, approximately 36 of the total 110 corridor routes are either partially or completely supported by 
Amtrak. Once Section 209 is implemented, all such corridors routes will be priced in a transparent, fair and 
equitable manner. Amtrak and states were charged with collaboratively creating a cost methodology to 
establish a basis for sharing operating costs plus an annual capital charge for Amtrak-owned equipment and 
facilities used for intercity passenger rail service. 

This policy statement outlines the methodology Amtrak will use to compute: 

operating expenses for routes using a formulation that defines direct route costs and associated 
additives, and 

capital charges for the use of Amtrak-owned assets. 

The Amtrak Performance Tracking (APT) system - Amtrak's recently-implemented cost accounting system, that 
is linked to Amtrak's financial and operating systems ~ provides the cost basis that the SWG and Amtrak used to 
evaluate options for assigning service area route costs. 

The Federal Railroad Administration (FRA) met with the SWG and Amtrak to address the issue of transition 
assistance to the states during the phase in of the new methodologies for route and capital costs. This policy 
outlines clearly that states are responsible for the costs associated with the new capital charge. However, the 
FRA recognizes that states will face a financial burden as they implement the new cost-sharing approach. While 
the details of transition assistance have not been fully developed, the FRA has committed to working with the 
states and Amtrak on transition assistance. 

Basis for Allocating Costs 
Many railroad costs—both costs directly related to the services provided and those shared among services—are 
by their nature provided through jointly used crews, crew bases (locations where train crews report for work), 
support teams/facilities, maintenance facilities, and stations. As such, cost allocation methods and procedures 
are needed to fairly apportion these costs. The Amtrak Performance Tracking (APT) system will provide the 
basis for allocating "to each route the costs incurred only for the benefit of that route and a proportionate 
share, based upon factors that reasonably reflect relative use, of costs incurred for the common benefit of more 
than one route". 

In some cases, Amtrak and states may agree to use supplemental financial data to adjust the results of APT, 
including, but not limited to, local systems for measuring fuel consumption that are not available nationally. 
Pursuant to part (b) of Section 209, if changes to Amtrak's financial systems result in a material change to the 
results of APT, Amtrak will work with its state partners to update this policy in a manner consistent with the 
intent of Section 209, 

Operating Scenarios 
State-supported routes are classified into three operating scenarios: 

Single State Corridor Trains. These corridor trains do not cross state lines and do not use the NEC "spine" 
(Boston-Washington). 

Multi-State Corridor Trains. For corridor trains that cross state lines but do not use the NEC "spine" 
(Boston-Washington), the states on the train route shall develop an equitable method for sharing the costs 
and revenues from the trains. Amtrak will provide the affected states with information to assist in reaching 
agreement. 
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Base-Increment NEC Corridor Trains (Single- and Multi-State). For corridor trains having some part of their 
route traversing the NEC spine, Amtrak will be responsible for costs incurred on the NEC and the state(s) will 
be responsible for the costs incurred off the NEC. The NEC is defined as "the continuous Northeast Corridor 
railroad line between Boston, Massachusetts, and Washington, District of Columbia" in section 24102(5)(B). 
The following conditions apply to Base-Increment trains: 

For revenues from passengers traveling both on and off the NEC (Through Revenue), the state and 
Amtrak will split this revenue proportionate to its off- and on-NEC components. Specifics 
surrounding this issue are unresolved and will require further refinement. 

The equipment capital charge will be split between the state and Amtrak reflecting service both on 
and off the NEC, 

• Trains that travel through multiple states off the NEC shall develop a mutually agreeable method for 
sharing the costs and revenues of the trains. 

In addition to the operating scenarios described above, some state-supported routes travel for part of its entire 
route on right-of-way owned by Amtrak outside the NEC; these routes are described in Appendix C. In these 
situations, Amtrak will remove the maintenance of way expenses for these segments as allocated in APT, and 
replace them with a synthetic host railroad charge. This charge is consistent with the costs that are typically 
charged to Amtrak by host railroads for incremental operating and maintenance. 

Methodology for Determining Operating Costs 
Under the proposed S209 Methodology, the Service Fee will include: 

100 percent of the "Third Party Costs" associated with its corridor service; 

100 percent of the verifiable Route Costs associated with its corridor service; 

Support Fees proportional to its corridor service; and. 

Credit for passenger and other allocated revenue, resulting in the Net State Cost. 

Third Party Costs: 
Actual Third Party Costs will be charged to the state corridors. Third Party Costs are comprised of: 

• Host railroad maintenance of way; 

Host railroad performance payments; and 

Fuel and power charges. 

Route Costs: 
Route Costs are operating costs closely associated with the operation of a route. Route Costs can clearly 
be evaluated and tracked by Amtrak and the states in the direct provision of service on a corridor train. 
Route operating costs include the following categories as allocated by the APT system: 

Train and engine crew labor 

Car and locomotive maintenance and turnaround service 

On Board Service Labor and provisions (Food Service) 

Route Advertising, 

Sales & Distribution 
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Reservations and Call Centers 

Route Stations 

Shared Stations 

Commissions 

Customer Concession 

Connecting Motor Coach 

Local & Regional Police 

Block & Tower operations 

Terminal Maintenance of Way 

Insurance 

Support Fees: 
Some cost categories have an additional level of regional and national support not included in the Route 
Costs, and therefore also include Support Fees that are proportional to the service provided. Support 
Fees are determined by applying category-specific additives to an associated route cost or other aspect 
of service, (i.e. revenue or passenger miles). These additives were developed by converting support 
cost data from the APT system into rates that would be consistent across all trains in a region, or in 
some cases, all state-supported trains. 

For example, Amtrak provides mechanical support, facilities and services that can reasonably be 
apportioned between Amtrak's business lines - the Northeast Corridor (NEC) trains, long-distance trains 
and state-supported trains. The Maintenance of Equipment (MoE) support fee represents the portion of 
those costs allocated to state-supported trains and is determined by applying an additive rate to the Car 
& Locomotive Maintenance and Turnaround route cost. 

There are six categories of Support Fees are determined as follows: 

Train & Engine Crew Support (T&E): A combination of system and division additives applied to Tram 
& Engine Crew Labor route costs. All corridors will be charged a system additive which is fixed (12.9 
percent) and a division additive which is variable (13.5-24.3 percer)t). The division additive is based 
on the Amtrak region in which the corridor operates and is linked to the management structure 
within Amtrak that is responsible for service delivery by train crews. The T&E system additive rate 
excludes costs from Amtrak's Consolidated National Operations Center (CNOC), which are 
considered a "backbone" cost. 

Maintenance of Equipment (MoE): A fixed system additive (27 percent) applied to the Car & 
Locomotive Maintenance and Turnaround Route Cost. The MoE additive rate excludes backshops 
and fleet engineering costs, which are considered a "backbone" cost. 

• On Board Services (OBS): A fixed system additive (10 percent) applied to the OBS Crew & Provisions 
Route Cost. 

Marketing: A variable regional additive (1.9 - 2.8 percent) applied to total revenue. The marketing 
additive is based on the degree to which a state corridor is connected to the NEC or to a major 
Amtrak hub station. Corridors that fall into those categories will have a higher additive associated 
with Amtrak's higher level of shared marketing in those regions. 

Police: A fixed system additive ($.005) applied to passenger miles. 
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• General & Administrative: A fixed system additive (2 percent) applied to Total Route Costs. 

The additive rate will remain the same for three years, unless there is a significant unforeseen event, A change 
in the additive rate during the three-year term must be approved by Amtrak and the states. At the end of the 
three year period, Amtrak will propose adjustments to the additive rates if they are necessary. States and 
Amtrak must mutually agree on additive rate adjustments. 

The table below illustrates the S209 Operating Cost Pricing Methodology. The definitions of cost categories and 
additives are described in more depth in Appendix D. 

S209 Operating Cost Pricing Methodology 

ROUTE COSTS 

Train & Engine Crew Labor 

Car & Locomotive Maintenance 
& Turnaround 
On Board Service (OBS) Crew & 
Provisions 

Route Advertising 

Sales & Distribution 

Reservations & Call Centers 

Stations-Route 

Station-Shared 

Commissions 

Customer Concessions 

Connecting IVIotor Coach 

Regional/Local Police 

Terminal Yard Operations 

Terminal Maintenance of Way 

Insurance 

Total Route Costs 
(Sum of Above) 

+ SUPPORT FEE 

T&E Route X (Division Additive* + 
System Additive (12.9%) 
Car & Loco Route Cost X System 

* Additive (27%) 

+ OBS Route Cost x 10% OBS Additive 

= 
Marketing Additive * x Passenger and 
Allocated Revenue* 

= 

= 

= 

= 

= 

= 

Passenger Miles x 
Police Additive ($0,005) 

= 

= 

= 
Total Route Costs x General & 

Administration Additive (2%) 

Host RR Maintenance of Way + 
Host RR Performance + Fuel & Power 

= 

-

= 

OPERATING COSTS 

Total Tram & Engine Crew 
Labor 
Total Maintenance of 
Equipment 

Total On Board Services 

Total Route Advertising 

Total Sales & Marketing 

Total Res & Call Center 

Total Route Stations 

Total Shared Stations 

Total Commissions 

Total Concessions 

Total Motor Coach 

Total Police & Security 

Total Terminal Yard Ops 

Total Terminal MoW 

Total Insurance 

General & Administrative 

Route Service Fee 
(Sum of Above) 

3'" Party Costs 

Total Operating Costs 
Service Fee + 3'" Party Costs 
Less Passenger and Other 
Allocated Revenue 

NET STATE COST 

*Denotes variable additive. Reference Appendix D 

Declarat ion o f M a x i m i l i a n R. Johnson - Exh ib i t Q 



PRIIA Section 209 Pricing Policy Draft June 10, 2011 Page 7 

Optional Services and Pricing 
States may wish to independently contract with alternative service providers for some services rather than 
Amtrak. For example, states may contract directly with vendors for food service, equipment maintenance, and 
other components of their services. Working with independent service providers may have an impact on the 
level of service that Amtrak can provide for a state. In these cases, costs that are not incurred by Amtrak would 
not be included in cost estimates or service reimbursements. 

Methodology for Determining Capital Costs 
Amtrak makes substantial capital investments in equipment (rolling stock) and other fixed assets needed to 
deliver passenger rail services. Under this policy, Amtrak will charge states for a share of these investments 
proportional to their use in state-supported services. Based on Section 209 requirements, the capital charge, or 
capital use charge^ will be allocated to each route; each sponsoring state is responsible for funding its capital 
charge. Amtrak will work with states to find federal and other sources of funds to assist with the capital charge. 

Amtrak will assess an annual capital charge to each state for the following asset types: 

Equipment - existing and new Amtrak-owned; 

Other fixed assets, including joint stations and Amtrak-owned rights of way. 

A complete description of capital cost categories is included in Appendix E. 

The capital charge will be "investment-based" and will vary from year to year as required by each equipment 
type's life cycle maintenance plan. Allocating the equipment capital charge across all routes that use an 
equipment type will keep capital maintenance costs as consistent as possible over time. Amtrak will develop a 
defined five-year investment program for each state that describes the capital investments to be made over the 
period and the payments expected from the states throughout the period to support the five-year capital 
program. The program will be adjusted as needed in each annual contract update. 

The five-year program would include detailed, verifiable program work elements to be accomplished by Amtrak 
in support of state services annually. In the case of investments/overhauls for equipment used in multiple 
routes, a sharing relationship will be negotiated at the beginning of each fiscal year based on the route's actual 
use of equipment as recorded by the APT system and adjusted for any changes in service expected in the 
upcoming year. 

Amtrak will use the best available data to provide the state with an estimate for its capital charge prior to 
signing an agreement for state supported service. At the end of the contract period, Amtrak will reconcile that 
estimate to the actual capital investment by that equipment type and a state's use of equipment, as previously 
determined in each state's annual contract. 

In cases where Amtrak spent less on capital overhauls than planned, Amtrak will apply a credit balance to future 
years' capital charges. In cases where Amtrak spent more on capital overhauls than planned, there will be no 
adjustment to the current year's charge but an adjustment will be made on the subsequent year's charge based 
on look fon/vard investment strategies. 

~ Depending on specific state needs, the charge for capital investment on a state corndor can be characterized as a capital charge, or a capital 
use charge For purposes of this document, the term "capital charge" encompasses both charactenzations 
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Amtrak will include the capital charge as a component of each state's Annual Operating Support Agreement. 
This capital charge will equal each state's pro rata share of the overhaul work described above. States may pay 
this amount from operating or capital funds, depending on a state's individual financial policies and/or grant 
sources. 

The timing of the billing for capital charges will depend on the timing of the planned capital expenditures. The 
monthly cash flow for the equipment charge would be determined as part of the development of the Annual 
Operating Support Agreement. 

Attribution of Previous State Capital Investments on the Amtrak Network 
Some states have made capital contributions to Amtrak assets in association with their services. In general, past 
capital contributions that are not fully depreciated are eligible to offset capital charges. Amtrak will work with 
states to calculate this value in a mutually agreeable way. 

Forecasts of Funding Requirements for State Supported Contracts 
Amtrak develops five-year revenue and cost forecasts as part of its annual business planning process. For each 
state-supported route, Amtrak will estimate projected costs for the contract period and share them with states. 
For existing services that are not changing in the forecast period, Amtrak will rely on historical APT data together 
with out-year cost forecasts provided by Amtrak to predict the results. In cases where service levels 
(frequencies, schedule changes, etc.) are changing, Amtrak will forecast revenue and expense changes using 
ridership, revenue, and cost estimation models which are directly related to the expected changes in service 
levels. 

State Corridor-Amtrak Contract Template 
Amtrak and the SWG developed a contract template for states and Amtrak to use as they work together to 
develop their contract for services. The contract template addresses the key issues that states and Amtrak must 
discuss and address in some fashion to develop their agreements for the contract period. The contract template 
can be customized to reflect state differences. Appendix F outlines the proposed contract template 

Transition from Prior Costing Methodologies 
The SWG and Amtrak agree that a transition period is necessary to implement the new allocation methodology 
for route/additive and capital costs. Section 209 of PRIIA requires that the new methodology be fully 
implemented by October 16, 2013 - that date closely aligns with the beginning of Federal Fiscal Year (FFY) 2014. 

For FFY 2013 (beginning October 1, 2012), Amtrak will calculate a state corridor charges under the current 
methodology and the new methodology. A State will pay the lower of the two charges, plus 50 percent of the 
difference between its current contract cost and the 209 contract cost. This difference will be applied whether it 
is greater or less than the current contract price. In FFY 2014 (beginning October 1, 2013), the proposed 
methodology will be fully implemented and states will pay the route and capital costs calculated under the new 
methodology. The term of states' contracts with Amtrak vary and do not always align with the federal fiscal 
year. Where contracts differ from the federal fiscal year, Amtrak will pro-rate the approach described above. 

FRA staff met with the Amtrak and the SWG several times during the course of Section 209 methodology 
development. The FRA recognizes that the implementation of the new methodology will result in a financial 
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burden on states. FRA staff have committed to continuing their work with Amtrak and the states to develop a 
transition assistance plan to ease the impact of Section 209 on the affected states. The states, Amtrak and FRA 
recognize that any transition plan will need to ultimately be addressed by Congress. 
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Appendix A: Routes Affected by PRIIA Section 209 

Single-state^ 

Empire Service 

Lincoln Service (Chi-St 
Louis) 

Illmi/Saluki 

Illinois Zephyr/Carl 
Sandburg 

Pacific Surfliner 

Capitols 

San Joaquins 

River Runner (KC-St 
Louis) 

Piedmont 

Multi-State (Non-NEC) 

Ethan Allen Express 

Maple Leaf 

Downeaster 

Hiawatha 

Wolvennes 

Heartland Flyer 

Cascades 

Adirondack 

Blue Water 

Hoosier State 

Pere Marquette 

NEC Base-increment 
(Single and Mult i-State)' 

Vemnonter 

New Haven - Spnngfield 

Keystone Service 

Boston/New Haven-
Lynchburg 

Washington-Richmond 

Pennsylvanian 

Carolinian 

Route 

Miles^ 

461 

284 

310 

258 

350 

168 

315 

283 

173 

241 

545 

116 

86 

304 

206 

467 

381 

319 

196 

176 

611 

63 

195 

173 

187 

353 

479 

State-
Supported 

FY10* 

-

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

-

Yes 

Yes 

-
Yes 

Yes 

Yes 

Yes 

-

Yes 

Yes 

-
Yes 

Yes 

Yes 

-

Yes 

System 

Trains 

Yes 

Partial 

-

-

Partial 

-

-

-

-

-
Yes 

-

-
Yes 

-
Partial 

-

-

Yes 

-

-
Yes 

Partial 

-

Partial 

Yes 

-

State-Supported per 
PRIIA Sec 209 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

For routes with multiple frequencies having different ongins and destinations, represents the longest rail tnp possible on multiple trams 
I FY10 State support does not include capital payment, or in some cases, all trains on a route 
' Routes with 95% or more route miles in one state are considered single state 
' Excludes route miles on NEC 
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Appendix B: Relevant Legislation 

SEC. 209. STATE-SUPPORTED ROUTES. 

(a) IN GENERAL.—Within 2 years after the date of enactment of this Act, the Amtrak Board of Directors, 
in consultation with the Secretary, the governors of each relevant State, and the Mayor of the District of 
Columbia, or entities representing those officials, shall develop and implement a single, nationwide standardized 
methodology for establishing and allocating the operating and capital costs among the States and Amtrak 
associated with trains operated on each ofthe routes described in section 24102(5)(B) and (D) and section 
24702 tha t -

(1) ensures, within 5 years after the date of enactment of this Act, equal treatment in the 
provision of like services of all States and groups of States (including the District of Columbia); and 

(2) allocates to each route the costs incurred only for the benefit of that route and a 
proportionate share, based upon factors that reasonably reflect relative use, of costs incurred for the 
common benefit of more than 1 route. 

(b) REVISIONS.—The Amtrak Board of Directors, in consultation with the Secretary, the governors of 
each relevant State, and the Mayor ofthe District of Columbia, or entities representing those officials, may 
revise or amend the methodology established under 
subsection (a) as necessary, consistent with the intent of this section, including revisions or modifications based 
on Amtrak's financial accounting system developed pursuant to section 203 of this division. 

(c) REVIEW.—If Amtrak and the States (including the District of Columbia) in which Amtrak operates 
such routes do not voluntarily adopt and implement the methodology developed under subsection (a) in 
allocating costs and determining compensation for 
the provision of service in accordance with the date established therein, the Surface Transportation Board shall 
determine the appropriate methodology required under subsection (a) for such services in accordance with the 
procedures and procedural schedule applicable to a proceeding under section 24904(c) of title 49, United States 
Code, and require the full implementation of this methodology with regards to the provision of such service 
within 1 year 
after the Board's determination ofthe appropriate methodology. 

(d) USE OF CHAPTER 244 FUNDS.—Funds provided to a State under chapter 244 of title 49, United States 
Code, may be used, as provided in that chapter, to pay capital costs determined in accordance with this section. 

49 USC § 24102. Definitions 
(5) "national rail passenger transportation system" means -

(A) the segment ofthe continuous Northeast Corridor railroad line between Boston, Massachusetts, and 
Washington, District of Columbia; 
(B) rail corridors that have been designated by the Secretary of Transportation as high-speed rail corridors (other 
than corridors described in subparagraph (A)), but only after regularly scheduled intercity service over a corridor 
has been established; 
(C) long-distance routes of more than 750 miles between endpoints operated by Amtrak as of the date of 
enactment ofthe PRIIA [October 16, 2008); and 
(D) short-distance corridors, or routes of not more than 750 miles between endpoints, operated by~(i) Amtrak; 
or (ii) another rail carrier that receives funds under chapter 244. 
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49 USC §24702. Transportation requested by States, authorities, and other persons provides: 
(a) CONTRACTS FOR TRANSPORTATION. Amtrak may enter into a contract with a State, a regional or local 

authority, or another person for Amtrak to operate an intercity rail service or route not included in the 
national rail passenger transportation system upon such terms as the parties thereto may agree. 

49 USC § 24904. General authority 
(c) Compensation for Transportation Over Certain Rights of Way and Facilities. - (1) An agreement under 
subsection (a)(6) of this section shall provide for reasonable reimbursement of costs but may not cross-subsidize 
intercity rail passenger, commuter rail passenger, and rail freight transportation. 

(2) If the parties do not agree, the Interstate Commerce Commission shall order that the transportation continue 
over facilities acquired under the Regional Rail Reorganization Act of 
1973 (45 U.S.C. 701 et seq.) and the Railroad Revitalization and Regulatory Reform Act of 1976 (45 U.S.C. 801 et 
seq.) and shall determine compensation (without allowing cross-subsidization between commuter rail passenger 
and intercity rail passenger and rail freight transportation) for the transportation not later than 120 days after 
the dispute is submitted. The Commission shall assign to a rail carrier obtaining transportation under this 
subsection the costs Amtrak incurs only for the benefit of the carrier, plus a proportionate share of all other 
costs of providing transportation under this paragraph incurred for the common benefit of Amtrak and the 
carrier. The proportionate share shall be based on relative measures of volume of car operations, tonnage, or 
other factors that reasonably reflect the relative use of rail property covered by this subsection. 
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Appendix C: Amtrak-Owned Right of Way Eligible for Synthetic Host Railroad Charge 

Amtrak-Owned Track Segment 

New Haven, CT - Springfield, MA 

Philadelphia, PA- Harrisburg, PA 

Porter, IN - Kalamazoo, Ml 

New York Penn Station - Spuyten 
Duyvil, NY 

Miles (Timetable) 

62 

104 

100 

10.7 

Routes Affected 

Spnngfield Shuttle 

Keystones, Pennsylvanian 

Blue Water, Wolverine 

Empire Service 
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Appendix D: Definition of Cost Categories Used in State-Supported Service 

vf"Rion 201i-C'6-01 

Major Cost 
Category Cost Category 
Third Party 
Costs 

Host Railroad 
Mf4 ntenancp of Way 

Host Railroad 
Performance Incent yjm> 

Fuel and Power 

Priyirents to nost rcJil'Orids lor increr^ental costs primanly 
rrHintpririrK.fi of w^iy abbOCi<4ted with passengpr operat nns 

Incentive payments to hobt r j road<; for meeting on-time and 
other performarK,e tdrgeth 

Diesel ftjel and electnc powrer j sed in I'Mn operations 

FM 307(Host RR) less ncentives. less Host RR fuul 
Host RR M(iE 

FM_J07/l-lost RR) Schedjie Adherence account 

FM_304{Fuel) - FM 307(Host RR) ftjpl account • 

Route Costs T'ain & Engine (T&E) 
Crew Ldbo'' 

Saianes wages, benefits, and FELA for employees 
providing seruces fur train ooe'^ations Includes engineers, 
conductors, assistant conductors and related extra boards 

FM 302 KT&E Crew) 

Ca-* & Locomotive 
Maintunancc dnd 
Tumaround 

Turnaround se'vice consists ol c eaning msoection, and 
'ninnr repairs before or after rts\Hin le servce Also contains 
scheduled running -^aintenanre and bad order repa rs 
Exc'Udes cap Id i7ed ma ntenance dnd overhaul 

FM_201(MoE Turnaround! + FM_202(Mob Loco Maint) + 
FM_203(MoF CarMant) + FM_205(Mne Multiple direct 
funclions only"! _ FM_J()7iHotil RR, MoE *JCCOunl only) 

OBS Crew A 
Provisions 

Saianes. wages, and t>enefts for employees pmvid>ng On 
Bonrd Services in Cafe. Lounge, and Dining CAFS, ncJuding 
related exlra t}oards Also includes prousions loaded on 
tram fo'- sale 

FM_301_1(OBS Crew) -- FM_301_2iOBS Supplies) 

Route Advertising 

Sales D stnbution 

Sales & marketing ex^^enses m support o fa specific roule, 
budgeted and recorded separate from other sales & 
rra''ketiny ex:?ense 

SpuLific. cost centers in FM_403{Marketing) 

Reservutiorib & Call 
Centers 

Sales and distnbution operat ons mc udmg development of 
new I cket ng and on-board systems 

FM_'401(Sales (and Distnbution) less Comniission accounts 

Stations - Route 

Reser\£)tion sales call centers for general puohc and travel 
agencies and supporting information systems 

FM_402(lnforn*at on & Reservations) 

Stat ons - Shared 

Stations serving a single route Depending on location, may 
include ticketing, baggage and express, stationmaster and 
ushers, station cleanir^ and maintenance, training and 
superysion 

FM 501 (Stations - Route) 

Stations servng multiple mutes In addition to route station 
services. share<j stations may include Red Cap and porter 
sen/ices 

FM 502(Stations - Shared; 

Com'Fissions 

Customer Concession 
(Psg' Inconv) 

Cor^irnission experi^e fro'n credt cands. travel agencies 
ainne system access fees and sales by other earners as 
appl cable 

Commiss-on accounts in i r u tiple families for credit card sales 
travel agents and interline commiss nn exjense 

Payments to passengers for food & lodging as a result of 
delays Generally includes unscheduled/ emergency motor 
coaches 

Passenger nconvunience account in FM G A^Generai & 
Administrat ve) 

Connecting Motor 
Coach 

Scheduled connecting motor coach seruces FM 306(Trjin Movement) Connecting Motor Coach account 

Regional/Local Police 

Block & Tower 
Onerat ons 

Local and regiona nohce patrolling duties in support of 
Amtrak trains, faci ities and nghts of way 

FM 901 2(Police-Regional/Local) 

Ten'n.nal Yard 
Operations 

Crews wno operate staffed towers along specific nghts of 
way 

Specific cost centers in FM_306(Train Mo«ment) 

Crews who mo\e t''ain equipment at argertem'inais before 
and after revenue service 

Terminal MoW MoW expense at large Amtrak temiinals, as applicable 

FM .303 2(Yard - T'ain & Equipment Moves) -
FM_303_4(Yan[i - Tenr nal Rent/Yard Ser.^t es) 

Se f and purcnased insurance for passenger tra n operat-ons 
Specific cost centers in FM _MOW(MaintHrMnce of Way) 
Allocated insurance expense in FM_G_A(General & 
Administrative) 

Division-specific and system owhead rates for T&E 
supervision and nianagerpent Includes rnad foremen. 
suoenndendents crew oases, crew dispatcmng local and 
national operating rule compliance, and other support 
Excludes natinni^l fa in dispatching 

Diwsion Division Rate System Rate Total 
Central 
Mid-Atlant c 
Mid-Atlant c/Southern 
New Eng and 
New York 
Par f r 
Southern 
Southwest 

13 50% 
18 40% 
?0 70% 
16 rin% 
24 30% 
19S0% 
20 60% 
16 30% 

12 90% 
12 90% 
12 90% 
12 00% 
12 90% 
12 90% 
12 90% 
12 90% 

26 40% 
31 30'"D 

33 10% 
29 40=0 
37 20^0 
32 40% 
33 50^'o 
29 20^0 

Total rate to be applied to T&E Crew Labor 
Maintenance of shops and ecjuipment to sup;x)rt direct 
Mechanical actiuties Excludes Backshops and Fleet 
Engineenng 

27 10% of Route Cost Car & Lcx:omotive fvlaintenance 
Turnaround 

arxJ 

Police 
OBS a.nd corrm ssary r^anagernent and supervsion 1000%otOBS Crew & Provis o'ls 

Marketing 
National police operations and support 
National marketing programs including national advertising, 
loyalty marketing, timetables oersonne. m support of Route 
Advertis ng shows, exhibits & special e'lients and other 

SQ 0050 per passenger mi e 
Region Rate 

General & 
Administrative 

Charge fb' General & Admlnlstrall^«> supoort including 
Computer Systems. Finance. Legal, and ottier 

Base- rxrrement routes on NEC 
Routes w tn one termina in Cnicago 
All other routes 
Rate to he applied to Total Revenue 

2 80'^. 
2 80% 
1 90% 

2 00% of Route Costs 

Revenue 
Credit 

Ticket revenue, net Ticket revenue from passengers Wne'e applicable includes 
through revenue adjustments descnbed elsF^/vhere in policy 

As reported by APT with adjustments for through revunue 
descnbed esewhere in policy 

Food & Sewerage 
Revenue 
Olher Revenue 

On-board food & oeuerage sa'es Where applicable 0*0-
rated with suony expense across multip'e egs 
Miscellaneous ••e>ftnue as a located by APT 

As reported by APT pro-rated with supply exoense acoss 
rnultiple legs 
As reported by APT 
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Appendix E: Definition of Cost Categories Used In State-Supported Service - Capital 

version 2011-06-01 

Major Cost 
Category 

Equipment 

Other Fixed 
Assets 

Cost 
Category 

Passenger 
service 
equipment 

Other 
mechanical 
expense 

Fixed 
Assets 
used in 
State 
Services 

Definition 

Capital overhauls for Amtrak-
owned equipment in service on 
state-supported routes, including 
locomotives, cab cars, coaches. 
and food service cars. States will 
be charged for the periodic capital 
overhauls of equipment in a 
period based on their 
proportionate use of that 
equipment in that period 

Wreck repair, facility 
improvements, equipment 
engineering and design, general 
safety & reliability, mechanical IT 
projects 

Includes assets such as Amtrak-
owned rights of way, large 
terminals, stations, and other 

Formula 

Capital overhaul expense: by equipment 
type, from Amtrak's capital accounting 
systems. Equipment usage statistics: 
from the Amtrak Performance Tracking 
system. Amtrak will provide States with 
an estimate of planned overhaul work at 
the beginning of a contract period and 
will reconcile the planned usage to actual 
work performed and actual equipment 
used in a State's service 

Not charged to States 

To be handled on a case-by-case basis 
between Amtrak and State partners 
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Appendix F: State-Amtrak Contract Template 

Contract Outline 

Effective Date: Contracts aligned to match each Agency's fiscal year 

Parties: State Intercity Passenger Rail (IPR) Agency and Amtrak 

Recitals/Boilerplate: 

Section 1: Services to be Provided (multiple state funded services can be co-mingled under one agreement): 

Description of Amtrak Services and Service Standards {unique to each State} 

Train Schedule and Route Description {Train Service Schedules (including Connecting Bus Service, if 
applicable) detailed in appendix} 

Service Standards (see appendices) [Optional and specific to each State IPR Agency] 

Monitor the fiscal performance of the service/quarterly meetings (budget vs. actual) 

Section 2: Decisions Affecting Service: 

Include Agency in discussions with railroads or appropriate regional rail authorities regarding schedule 
changes which impact service. 

Apprise Agency of any bargaining provisions that may impact service 

Section 3: Amount of Reimbursement bv the State IPR Agencv: 

Agency's total financial obligation to Amtrak for the stated contract term shall be defined in terms of the 
following elements as part ofthe Section 209 Policy: 

- Service Fee—including Route Costs and Additives (including General & Administrative costs) 

- Third Party Costs—including fuel, host railroad access fees and incentive performance payments. 

- Other Special Cost Items as agreed upon between Amtrak and the Agency 

Passenger Related Revenue—including ticket revenues, food and beverage revenues and other 
allocated revenues. These revenues are offsets from the above cost categories 

- Agency payment is the sum of the Service Fee, Third Party Costs, Other Special Costs Items with a 
credit for Passenger Related Revenue 

Forecasting financial elements always entails some risk as costs and/or revenues may vary from the 
forecasts. Amtrak and the Agency will determine the procedure for handling variances from forecasts 
during contract negotiations and, in particular, which party takes the risk for variances for each cost 
category. Options for managing and assigning variance risk are noted below: 

- Service Fee. Amtrak will make forecasts for the Service Fee. The assignment of variance risk will be 
subject to negotiation among the parties. 

- Third Party Costs. By definition, these costs are passed through Amtrak directly to the Agency. While 
Amtrak will make forecasts for these costs, the Agency will reimburse Amtrak for the actual amount 
of these costs whether they are lower than or higher than the Amtrak estimates 
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- Other Special Cost Items. These cost items will be negotiated between Amtrak and the Agency with 
the management ofthe variance between forecast and actual expenses governed in accordance 
with the particular arrangement between the parties 

Passenger Related Revenue. Amtrak will make forecasts for these items and the assignment of 
variance risk will be subject to negotiation among the parties. 

Section 4: Manner of Reimbursement: 

Agency will pay Amtrak in accordance with the monthly payment schedule provided service operates at 
a deficit (see appendices) 

Invoices shall be rendered not less than forty-five (45) days prior to the due date. 

Force majeure 

Monthly Reconciliation Statements to State IPR Agency 

Remedies in the event that Amtrak fails to perform the services as required by this Agreement or 
Amtrak fails to provide revenue credits or carryover excess contract revenues 

Remedies in the event the State IPR fails to provide payment to Amtrak 

Section 5: Defense of Claims {may vary due to scope of work} 

Section 6: Inspection and Audit: 

Agency has the right to inspect the rail passenger and bus feeder services, facilities and equipment 
provided for service subject to adequate notice 

• Amtrak shall provide the number of passengers carried and passenger miles operated for each train as 
well as other service-related reports as agreed-to by Amtrak and the Agency. Such data shall be 
computed and furnished on a monthly basis as described in the appendices (varies by State). 

Section 7: Dispute Resolution {May vary) 

Section 8: Force Majeure 

The obligations of Amtrak hereunder shall be subject to force majeure. 

Section 9: Termination 

Section 10: Notices 

Section 11: Agreement Content 

Section 12: Construction (May vary bv State} 

Section 13: Severability 

Section 14: Compliance with Collective Bargaining Agreements {NEEDS FURTHER ATTENTION} 

The State acknowledges the existence of collective bargaining agreements between Amtrak and certain 
labor organizations representing certain of Amtrak's employees, and agrees that Amtrak will provide the 
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Service in a manner consistent with its obligations and rights under such agreements, as they may exist 
from time to time. 

Section 15: State-Required Provisions (unique to each State): 

Appropriation of Funds 

Non-Discrimination 

Fair Employment Practices 

Contractor Integrity 

Signature Blocks 

Appendices: (contents and number of appendices will vary bv State): 

National Section 209 Policy 

Train Service Schedules (and Connecting Bus Service, if applicable) 

Budget 

Payment Schedule 

Examples of Services and Performance Standards {OPTIONAL} 

Provision of Equipment—Availability and Condition 

Equipment Maintenance Standards 

Reliability of Service—On Time Performance 

Maintenance of Stations 

- Crew Performance, Supervision and Standards 

- Food Service 

Reservations/Call Center 

Marketing Support 

- Other Services 
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ISSUE BRIEF 
PRIIA Section 209 Intercity Passenger Rail Service 

Establishing Standard Pricing Policies 
Annual Operating Costs and Capital Charges 

Prepared for PRIIA 209 States and Other Interested States by 
The States Working Group (SWG): 

AASHTO 
Capitol Corridor Joint Powers Authority (California) 

North Carolina DOT 
Northern New England Passenger Rail Authority (NNEPRA) 

Virginia Department of Rail and Public Transportation (DRPT) 
Wisconsin Department of Transportation (WisDOT) 

June 10, 2011 
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Establishing standard Pricing Policies 
Annual Operating Costs and Capital 

Charges 
Issue Brief 

PRIIA Section 209 Overview 
Section 209 ofthe Passenger Rail Investment and Improvement Act of 2008 (PRIIA) 
(Public Law No. 110-432, Division B, enacted October 16, 2008) directs the states and 
Amtrak to "develop and implement a single, nationwide standardized methodology for 
establishing and allocating the operating and capital costs among the States and 
Amtrak" related to trains that operate on corridors of 750 miles or less. The intent of 
Section 209 is to ensure that Amtrak treats all states equally and to allocate to each 
route a proportionate set of costs that reflect the routes' relative use. 

Tfie State Context 

State-developed conventional speed and high speed intercity passenger rail operations 
are an integral element ofthe Amtrak's intercity passenger rail (IPR) network. These 
750-mile or less IPR trains generally operate in corridors within a single state or connect 
two states and serve intermediate-distance trips. State corridor routes provide a 
valuable alternative to air or auto travel. Amtrak's statutory right of access over the 
freight railroads has in the past allowed states to receive these services at relatively low 
cost. 

Today, Amtrak provides state-supported passenger rail service in 15 states, generally 
offering a turnkey operation that may include rolling stock, on-board operating crews, 
station staff, management and administrative support, maintenance of equipment, 
maintenance of way (tracks and signals) on Amtrak-owned tracks, marketing and 
advertising, reservation sales, and ticketing. The 1970 Rail Passenger Services Act 
(RPSA) created the framework for individual states to request these additional rail 
services, and Section 403(b) of the RPSA allowed Amtrak to be reimbursed by the 
states for these services. This new Section 209 policy establishes that the operating 
losses of a corridor service must be covered through a combination of farebox revenues 
and state support. 

The policy, developed under Section 403(b) has led to variation in how Amtrak charges 
states for the route service. Currently, some states, due to prior arrangements with 
Amtrak or historical circumstances, pay nothing or a partial share of their route costs 
(Attachment A) while other states pay the 100 percent of their costs. Nationally, Amtrak 
receives approximately $191 million per year from 15 States for 27 IPR routes. On an 
average weekday, the service level is 110 trains operating on these 27 state routes; 36 
of the 110 trains are not supported by states. In other words. States are paying the costs 
(total expenses less revenues) of 74 weekday trains with Amtrak picking up the costs for 
36 weekday trains (Attachment B). 
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Purpose of Section 209 

Congress, under the provisions of PRIIA Section 209, established that all states must 
pay the operating costs and capital charges associated with their corridor route. Amtrak 
and states have been charged with collaboratively creating an operating cost 
methodology that "allocates to each route the costs incurred for the benefit of that route 
and a proportionate share, based upon factors that reasonably reflect use, of costs 
incurred for the benefit of more than 1 route plus an annual capital charge for Amtrak-
owned equipment and facilities used for these IPR trains. Once Section 209 is 
implemented, the current 36 trains that has historically been paid by Amtrak will now 
become state-supported IPR trains consistent with the other 74 state-supported IPR 
trains or ceases to operate. In addition, all corridor state supported routes will be treated 
in a fair and equitable manner. 

State and Authority Budget Impacts of Section 209 Policy 
States need a consistent budget planning process with Amtrak to develop costs and 
revenues for IPR services, which, in turn, will help states secure stable, predictable 
funding sources to support and expand Amtrak-operated, state-supported IPR trains. 
Such efforts are critical in supporting state policy-makers as they initiate long-term 
planning and investment strategies to properly understand current costs and to project 
costs associated with future regional intercity passenger service as part of states" multi
modal transportation investment plans. 

The direct benefits of IPR investment include: continued existing regional IPR service, 
reduced train travel times, increased service frequencies, and reliable schedules that 
build ridership and reduce operating costs. Indirect benefits include reduced traffic 
congestion, improved regional air quality, job creation and economic growth. 

Just as notably, recent federal actions have placed IPR train services in the forefront of a 
comprehensive national transportation policy framework. In the past several years. 
Federal Railroad Administration (FRA) has developed and administered the new Capital 
Assistance to States - Intercity Passenger Rail Service program. The program focuses 
on projects that lead to on-time performance of at least 80 percent (FRA has required 
greater than 80% in its contract negotiations with states), reduced travel times, 
increased service frequency or enhanced service quality for intercity rail passengers. 
One of the more notable requirements to receive these capital grant funds from the FRA 
is that no federal funds will be used to support the operation of these new or upgraded 
IPR routes. All operating funds must be supported by state or local sources. The 
definition and examination of the operating funding requirements is directly linked to the 
costing established in PRIIA Section 209. FRA has proposed a concept of providing a 
transitional operating grant program to states that is still under discussion at the federal 
level. 

PRIIA Section 209 Pricing Policy 
The focus of Section 209 is for the Amtrak Board of Directors to develop a single, 
nationwide standard methodology in consultation with the US DOT Secretary and the 
Governors of each relevant state. The methodology will "establish and allocate 
operating and capital costs among the states and Amtrak associated with trains 
operated on each route." The deadline, established in the 2008 law, for an agreement 
between states and Amtrak was October 16, 2010. Under Section 209, if Amtrak and 
the states "do not voluntarily" adopt and implement a methodology by the deadline 
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outlined in statute (October 16, 2010), the matter is referred to the Surface 
Transportation Board (STB) which "shall determine the appropriate methodology 
required for the provision of service." 

While PRIIA passed in October, 2008, this effort between Amtrak and the states really 
began nineteen months later in April, 2010 with the first national meeting of Amtrak and 
the affected states. Between April and September, 2010, Amtrak worked to familiarize 
the states with their new FRA-funded cost allocation system - Amtrak Performance 
Tracking (APT) - and offered alternative methodologies on operating cost allocation. In 
addition, in mid-September, Amtrak shared with states their initial proposal on a capital 
charge methodology. 

Amtrak and the states met in September 2010 and agreed it was not in the best interests 
of either to have this issue decided by the STB. The States for Passenger Rail (SPRC), 
the AASHTO Standing Committee on Rail Transportation (SCORT) and Amtrak agreed 
that neither would seek relief from STB for six months, creating a new deadline of April 
16, 2011. In light of the compressed deadline, the SCORT and SPRC chairs appointed 
a States Working Group (SWG) to work with Amtrak on behalf of the states. The 
members ofthe SWG include: Maine (NNEPRA), California (Capitol Corridor), North 
Carolina DOT, Virginia DRPT, Wisconsin DOT, and AASHTO staff. Amtrak and the 
SWG agree that Section 209 policy needs to be simple, comprehensive, fair and 
equitable for states that have existing IPR corridor service and for states that plan to 
implement IPR train service. While progress continues in the discussions on the 
development of the policy for Section 209, the parties agreed to extend the deadline an 
additional two months to June 16, 2011 in order to complete the policy and submit it to 
the affected States. 

The Development of the 209 Pricing Policy: 

October 2010 - December 2010: Framing the Policy Discussion 

In October of 2010, the SWG began reviewing and evaluating the cost proposals 
provided by Amtrak and collaborating with States to develop a consensus on the policy 
and implementation of PRIIA Section 209. A set of principles was developed and shared 
with Amtrak at the first meeting to guide the discussion. (Attachment C). 

In late November, the SWG coordinated with AASHTO's Standing Committee on Rail 
Transportation (SCORT) to conduct a survey on passenger rail operation funding. 
Surveys were sent to all states that will be affected by Section 209 policy. Most states 
responded to the survey and those responses provided critical guidance to the SWG as 
it moved forward on developing an alternative methodology for allocating costs. A 
summary of the completed surveys can be found in Attachment D. 

Some of the common themes in the survey responses include: 
• Support for paying 100 percent of Amtrak direct costs as long as there is a 
transparent means to review costs and develop budgets; 

• Concern with Amtrak's ability to define and adequately capture and fairly allocate 
shared/indirect costs; 
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• Belief that Amtrak's proposed capital cost charges to states be only those costs 
associated with supporting IPR trains (such as rolling stock, stations, and maintenance 
facilities). 

As the SWG and Amtrak continued to meet over the next few months, the survey 
responses in conjunction with the basic principles (Attachment C) guided the 
development of the Section 209 policy. 

In their first two sets of meetings, held in October and December of 2010, the SWG and 
Amtrak made significant progress. The meetings were cordial and professional; both the 
SWG and Amtrak have demonstrated genuine interest in meeting the April 16, 2011 
deadline. Feedback from the 209 states and responses to the SWG survey were very 
useful in reaching agreement on basic principles of a new pricing methodology. Below is 
a summary of key issues addressed at first two meeting between the SWG and Amtrak: 

• Amtrak and the SWG acknowledged that the policy needs to consider the 
significant and adverse impacts of increased annual operating and capital costs that 
could result from this policy. These increases could force states to cut successful 
Amtrak-operated IPR services just as they complete ARRA/HSIPR capital construction 
projects to increase capacity for passenger rail service. 

• While some IPR sponsors have outsourced elements such as food service, 
maintenance, and call center services, Amtrak is currently the sole operator of intercity 
passenger rail service. As such, the SWG focused on ensuring that Amtrak commits to 
implementing cost savings and efficiencies to keep its operational costs stabilized. 

• One of the key elements of discussion was Amtrak's shared (or supporting) 
costs, particularly the General and Administrative (G&A) cost category. Amtrak's 
policies A and B both included high shared costs compared to direct costs - ranging 
from under 50 percent of direct costs for some states to over 150 percent of direct costs 
for other states. Amtrak and SWG discussed whether national G&A costs should be 
included in any pricing policy for Section 209 or if G&A costs should be supported 
through federal support for the national passenger railroad system. 

• Working with the FRA and the Volpe Center, Amtrak has developed the APT cost 
allocation system which will serve as the baseline for determining state costs. It is 
Amtrak's view that APT provides a more transparent system compared to the prior 
Amtrak cost allocation system. For the most part, the APT system does appear to 
provide better detail with respect to those costs that directly support a state IPR train 
route (such as train and engine crews, food service, maintenance of equipment). 
However, APT has not been verified by the U.S. Inspector General's office, as required 
under PRIIA, and an audit of the system will not be complete prior to October 2011. To 
that end, both Amtrak and the SWG have agreed that Amtrak will make any modification 
suggested by the IG report that would affect the states' route cost allocations. In 
addition, APT will continue to be refined and improved each year. This will allow the 
parties to modify operating costs on an annual basis, which in the long-term will provide 
an improved, transparent budgeting process. 

• Not all states had received all the updated APT information necessary to both 
evaluate and raise issues with the Amtrak data. In addition, the SWG requested that as 
new cost proposals were made that Amtrak recalculate operating and capital costs and 
make them available to all states. The SWG wants to assure that all states have 
adequate time to review their information and make necessary adjustments on their 
information with Amtrak. 
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• While the SWG and Amtrak have reached some consensus on a direct cost 
structure, open issues include cost structure for indirect/shared/support costs and capital 
charges that directly support a route versus those charges to support the national 
system. 

• Amtrak agreed in the December 2010 meeting to modify their approach to capital 
charges. Amtrak's first proposal suggested that capital charges were to be based on the 
depreciation of all Amtrak assets and allocated among States. Amtrak further proposed 
that the capital charges paid by States be kept in a "lock box" for future investment in the 
route(s) sponsored by that State. The SWG suggested and Amtrak concurred that 
capital charges would be assessed only on assets used by a particular route, for 
instance equipment and stations. Additional elements of the capital charge 
methodology remained open for discussion. 

January 2011 - March 2011: Peer State Review and SWG Proposal 

The SWG and Amtrak continued to work to develop a methodology that is equitable to 
both parties. Efforts were aimed at refocusing how shared - or support costs - will be 
allocated to the states. The SWG developed a proposal for Amtrak's consideration that 
significantly changed the method for allocating shared costs and pricing IPR services, 
but provided States with more transparency and cost control of their Amtrak services. 

During January 2011, the SWG developed and vetted an alternative pricing methodology 
to Amtrak's Policies A and B with states. The process included several conference calls 
followed by meetings in Washington D.C. The SWG received States approval to move 
forward, and presented the new proposed methodology to Amtrak staff in early February 
2011. 

The primary objectives associated with SWG proposal were to establish a pricing 
mechanism which: 
• Fairly and appropriately allocates costs to states 
• Is less than what has been described by Amtrak as "Fully Allocated Costs" 
• Sustains the level of funding currently provided by States that currently support 
the "whole costs" of their routes. 
• Defines and gives States more control and a better understanding of the specific 
corridor costs (Route Costs) 
• Assigns overhead/non specific costs (Support Fees) as a percentage, based on 
the level of service provided, not as a share of what Amtrak spends. 

Key elements ofthe SWG Operating Cost proposal: 

• Route Operating Costs. Under the proposed SWG methodology, states pay 100 
percent of the verifiable "route operating costs" (a combination of direct and shared costs 
which are directly associated with the operation of a route) associated with a corridor 
service. 
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• Support Fees. Under the SWG methodology.states pay "support fees" (instead of 
shared costs) in proportion to route costs which will cover overhead and other shared 
expenses. Support fees will be assessed in the form of "additives" applied to cost 
families of route costs or other service elements. The additives suggested by the SWG 
in the initial proposal were based on an analysis of Amtrak's APT cost ranges for various 
families of services. 

Amtrak staff briefed the Amtrak Board of Directors on the SWG proposal and indicted 
their support for the overall approach, indicating they would provide alternative 
approaches to the SWG in the coming weeks, particularly focusing on further analysis of 
the SWG recommendation on multipliers. (See Attachment G) 

• Issues for further consideration associated with operating costs. While great 
progress had been made on the route and support cost issues, both the SWG and 
Amtrak believed that further detailed analysis be completed on the allocation of: 

1. Station costs where several corridor routes share a large Amtrak stations, e.g. 
Chicago Union Station, 

2. The approach for allocating through revenue or the allocation of revenues and 
costs associated with corridor trains along the Northeast Corridor that may move 
in and out of the corridor, and 

3. Connecting motorcoach services. 

Key elements ofthe developing Capital Cost proposal: 

The capital cost policy was modified to state that costs would only be assessed on 
Amtrak assets specifically used by a route, with credit given for investments made in 
Amtrak assets. These capital payments by the States will be reinvested in assets which 
the state/agency and Amtrak mutually agree will benefit the route. 

• Issues for further consideration associated with capital costs. By March 2010, 
Amtrak had not provided states with their revised capital cost estimates so that states 
can have time to ask appropriate questions and provide feedback on their revised 
numbers. In addition, states need to assess the workability of Amtrak's lock box concept 
on capital costs. 

Amtrak indicated they will make their best efforts to provide all Section 209 states with 
their updated capital cost numbers by the end of February. 

More Time Needed to Complete Policy 

By late March Amtrak and the SWG recognized that they will need a couple additional 
months to complete work on the Section 209 cost allocation methodology. As outlined in 
their February 18, 2011 memo to the SWG (Attachment G), Amtrak has indicated to the 
SWG that they want to work with the SWG to "come to a mutually agreeable 
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understanding on a schedule that keeps the momentum up but permits us enough time 
to complete the process effectively." 

April 2011-May 2011: Amtrak Analysis and Policy Development 

In April 2011, Amtrak responded to the SWG with their analysis of the operating cost 
proposal, recommendations regarding additives, and a new approach to capital costs. 

Operating Costs: Amtrak again concurred that they were willing to move fonward with 
the Route Cost/Additive model to determine the pricing of route operating costs. They 
made a series of recommendations for additives which were reviewed by the SWG. 

Capital Costs: Amtrak, based on discussions with some states, modified their approach 
to capital costs, and determined that instead of charging states for the depreciation of 
assets they would work with states to develop a capital maintenance program, and 
charge states, based on units used, for the capital investments made in the Amtrak 
assets used to support specific routes and keep these assets in a State of Good Repair 
(SGR). These capital charges could possibility be available for a federal matching 
program through the FRA. The source of funds and program would need to be 
developed with Amtrak, FRA and the Section 209 States. 

In early May, Amtrak and the SWG met for a two-day meeting where final agreement 
was reached regarding route costs, additives, and capital costs. The chart on the 
following page (S209 Operating Cost Pricing Methodology) illustrates the basic elements 
of operating cost calculations resulting from the May meeting. 

Contracts. Both Amtrak and the SWG agree that all parties would benefit from a 
standardized contract outline. For states, the contract outline can serve as a check list 
of service choices and formats that states can choose to best fit their needs and which 
gives states options. For Amtrak, the standardized contract can save time for Amtrak 
staff in identifying issues based on a common set of issues, saving Amtrak staff time and 
resources. 

• Issues for further consideration associated with contracts. The SWG and Amtrak 
have developed a draft contract template, but haven't had time to properly review the 
draft with the States. Once the larger issues are addressed, the SWG will work with the 
states and Amtrak to address the contracts issue. 

In late May, Amtrak and the SWG began drafting a policy packet to be transmitted to 
states in early June along with their operating and capital costs as outlined by the 209 
Policy. 

Declaration of .Maximilian R. Johnson - Exhibit R 



S209 Operating Cost Pricing Methodology 

ROUTE COSTS 

Train & Engine Crew Labor 

Car & Locomotive (Vlaintenance 
& Turnaround 

On Board Service (OBS) Crew & 
Provisions 

Route Advertising 

Sales & Distribution 

Reservations & Call Centers 

Stations-Route 

Station-Shared 

Commissions 

Customer Concessions 

Connecting IVIotor Coach 

Regional/Local Police 

Terminal Yard Operations 

Terminal Maintenance of Way 

Insurance 

Total Route Costs 
(Sum of Above) 

+ SUPPORT FEE 

T&E Route X (Division Additive*-I-
System Additive (12.9%) 

Car & Loco Route Cost X System 
Additive (27%) 

+ OBS Route Cost x 10% OBS Additive 

= 

Marketing Additive * x Passenger and 
Allocated Revenue* 

= 

= 

= 

= 

= 

= 

Passenger Miles x 
* Police Additive ($0,005) 

= 

= 

= 

Total Route Costs x General & 
Administration Additive (2%) 

Host RR Maintenance of Way + 
Host RR Performance + Fuel & Power 

— 

= 

OPERATING COSTS 

Total Tram & Engine Crew 
Labor 

Total Maintenance of 
Equipment 

Total On Board Services 

Total Route Advertising 

Total Sales & Marketing 

Total Res & Call Center 

Total Route Stations 

Total Shared Stations 

Total Commissions 

Total Concessions 

Total Motor Coach 

Total Police & Security 

Total Terminal Yard Ops 

Total Terminal MoW 

Total Insurance 

General & Administrative 

Route Service Fee 
(Sum of Above) 

2'" Party Costs 

Total Operating Costs 
Service Fee + J"* Party Costs 
Less Passenger and Other 
Allocated Revenue 

NET STATE COST 

*Denotes variable additive. Reference Appendix D 
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ATTACHMENT A 
Segmentation of Amtrak's National Train Service 

Amlrak National 
Tram Sen/ice 

Total state 
Supported Routes 

National 
System Routes 

Northeast Corridor 
Routes 

Single State Multi-state 
(non NEC) 

NEC Base-lncremon; 
{singe& muiti-s:atei 

Empire Service Ethan Allen Express 

Lincoln Service 
(Chi-St Louis) 

Illini/Saluki 

IL Zephyr/ 
Carl Sandburg 

Pacific Surfliner 

Capitols 

San Joaquins 

River Runner 
(KC-St Louis) 

Piedmont 

Maple Leaf 

Downeaster 

Hiawatha 

Wolverines 

Pere Marquette 

Heartland Flyer 

Cascades 

Adirondack 

Blue Water 

Hoosier State 

Some service not current ly 
paid bv states 

Service not current ly paid 
bv states 

Vermonter 

New Haven -
Spnngfield 

Keystone Service 

Lynchburg Service 

Richmond - Newport 
News Service 

Pennsylvanian 

Carolinian 
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ATTACHMENT B 
Amtrak State Corridor Routes 

Amtrak State Corridor Routes 

11/1/2010 

Route 

East Ethan Allen Express 

Vermonter 

Mapio Leaf 

Empire Service 

Adirondack 

Downeaster 

New Haven-Springfield 

Keystone Service 

Pennsylvanian 

Washington-Lynchburg 

Washington-Newport News 

Carolinian 

Piedmont 

Midwest Lincoln Service (Chi-St. Louis 

Illim/Saluki 

Illinois Zephyr/Carl Sandburg 

Hiawathas 

Wolverines 

Blue Water 

Pere Marquette 

Heartland Flyer 

Hoosier State 

Route 

Territory 

VT, NY 

VT, MA, NEC 

NY, ON 

NY 

NY,QC 

ME, NH, MA 

CT, MA, NEC 

PA, NEC 

PA, NEC 

VA, NEC 

VA, NEC 

NC, VA, NEC 

NC 

IL, MO 

IL 

IL 

Wl , IL 

Ml , IN, IL 

Ml , IN,IL 

M l , IN, IL 

0K,TX 

IL, IN 

Mo River Runner (KC-St. Louisl)i/IO 

West Pacific Surfliner 

San Joaquins 

Capitol Corridor 

Cascades 

27 routes 

CA 

CA 

CA 

0R,WA 

Summary of Round Trips Not Currently State Supported 

Primary Route Territory 

New York 

Pennsylvania 

Connecticut/Massachusetts 

Virginia 

California 

Michigan 

Illinois 

Oregon/Washi ngton 

Indiana 

Route(s) 

Approx. 

Weekday 

Round Trips' 

< 1 

1 

1 

1 

9 

1 

5 

5 

13 

1 

1 

5 

1 

2 

4 

2 

2 

7 

3 

1 

1 

1 

2 

12 

6 

16 

6 

110 

Empire Service, Maple Leaf 

Keystone, Pennsylvanian 

New Haven-Springfield 

Newport News 

Pacific Surfliner 

Wolvennes 

Chicago-St. Louis 

Cascades 

Hoosier State 

Historical 

State Sponsor 

VT 

VT 

-
-
NY 

ME (NNEPRA) 

-
PA 

-
VA 
s \ 

NC 

NC 

IL 

IL 

IL 

Wl, IL 

-
Ml 

Ml 

0K,TX 

-
MO 

CA 

CA 

CA (CaPA^) 

OR, WA 

Approx. 

Trains 

Supported 

1 

1 

-
-
1 

5 

-
6.6 

-
1 

1 

1 

2 

3 

2 

2 

7 

-
1 

1 

1 

-
2 

8 4 

6 

16 

5 

Notes 

1. Routes with multiple daily round trips may have a different schedules for weekdays, weekends, and in each direction. 

2. NNEPRA - Northern New England Passenger Rail Authority. CGPA - Capitol Corridor Joint Powers Authority 

Trains sharing segments wi th other routes are counted only once (e.g., Ethan Allen Express, Pennsylvanian) 

Unsupported 

Weekday 

Round Trips 

5 
6.4 
1 

< 1 

3 6 

1 
36 

10 
7.4 
5 
4 

3 6 
3 
1 
1 
1 
36 
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ATTACHMENT C 
Statement of Principles on PRIIA Section 209 Policy 

Cost Sharing and Allocation-State-Supported Intercity Passenger Rail Services 
State Departments of Transportation and Amtrak 

Developed October 2010 

Policy Goals and Objectives 
The Passenger Rail Investment and Improvement Act (PRIIA) (Public Law No. 110-432, 
Division B, enacted October 16, 2008) of 2008 establishes a planning structure and 
funding to support expanded intercity passenger rail service, and outlines roles and 
responsibilities for the federal government, the states, the freight railroads and Amtrak in 
delivering new or continued passenger rail service. Included among the new shared 
responsibilities (in Section 209) is the development and implementation of a new 
methodology "for establishing and allocating operating and capital costs among the 
states and Amtrak." A mutual goal in implementing this provision is to establish a 
transparent, rigorous methodology which is consistent with generally accepted 
accounting principles, as well as a collaborative and standardized process for future 
reporting and adjustment. Ultimately, the broader mutual goal is to ensure a well-
funded, cost-efficient, customer-based, robust system of intercity passenger rail services 
throughout the nation. 

Principles 

• Accounting - Costs are dynamic and subject to constant change. Therefore, it 
is essential to establish, as part ofthe regular budget process, a system of 
providing to the states, at the start of the budget process, updated projections in 
the Amtrak's Performance Tracking (APT) System, including 

a. Detailed budget sheets for all services/routes 
b. Third Party costs 
c. Route-specific and shared costs 
d. Descriptions of cost fluctuations 

• inspector General (IG) Review - As APT is the foundation for the Section 209 
policy, any changes to the APT system which may result from a review by the 
DOT IG will be incorporated into a revised cost sharing methodology, and 
reflected in revisions to the cost sharing policy. Any future adaptations or 
upgrades or revisions to the APT system will, as necessary, be incorporated into 
the cost sharing policy. 

• Direct Costs - Charges for direct costs should be determined as a percentage 
of such direct costs as provided through the APT system. Third party costs, 
including for example, host railroad fees, fuel, railroad incentive payments or on 
non-Amtrak resources, will not be included in the direct cost calculations. 

• Expenses for States Supporting 100% of Route Trains - The total expenses 
for States that are currently supporting all trains within a route will not increase by 
more the cost of inflation. 

• Supporting/Overiiead Costs - States will pay a proportionate share of any 
shared costs for a route based on their proportionate share of direct costs with 
the following provisos ~ 
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a. The proportionate share will be based on no more than 100 % of 
direct costs; 

b. Third Party costs should not be included in the shared cost 
calculations; and 

c. The calculation should be based on a simple formula using attributes 
for expenses shared with other Amtrak routes. 

• Capital Charges - Amtrak should accelerate the schedule for distribution of 
capital charge data to the states, by no later than December 31, 2010, and 
should provide detailed and verifiable data regarding capital costs. In the future, 
this detailed information should be provided in advance of any state meetings to 
develop cost sharing agreements. 

• Revenues - All revenue collected on a state-supported train should be credited 
to that state. Shared and direct revenues will be regularly reported, transparent 
and be based on generally accepted accounting principles. 

• Performance Guarantees/Standards - Service standards or guarantees should 
be established in order to link state fees and charges to the level and quality of 
service provided. Standards may include, for example: 

• Customer Satisfaction Scores 
• Non-performance in areas of mechanical, revenue collection, 

customer service 
• Standards of conduct for train crews and station agents 
• Reviews or audits of equipment readiness and availability 
• Employee incentive programs 

• Time lines and Milestones - By December 31, 2010, Amtrak will: 

• Hold meetings with the states on the most recent available Federal 
Fiscal "Vear Data 

• Provide to the states APT projections for FY 2010 for direct and 
supporting/ shared costs and capital charges 

• Provide to the states detailed budget information for all routes 
including NEC, state-supported and long distance 

• Provide revised expenses and estimated costs for affected State-
supported IPR routes based on the Principles set forth above 
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ATTACHMENT D 

State Survey regarding PRIIA 209 Policy Objectives and 
Summary of State Responses 

November 2010 

PRIIA Section 209 State Opinion Survey 

In an effort to gather input related to specific issues associated with the PRIIA Section 209 
implementation, the State Working Group (SWG) is asking States to complete the following survey and 
return to Shayne Gil by COB on Monday, November 29, 2010. Please highlight your preferred response 
to each question. 

Please tell us who you are: 
• What State & Amtrak Route(s) do you represent? 
• Name of person completing form: 
• Titleof person completing form: 
• Email & Phone Number of person completing form: 

1. ACCCOUNTING: 

Question 1: From a policy perspective, are you in agreement with Amtrak's position regarding 
Accounting as stated in the Statement of Principles, Side-by-Side Analysis? 

Yes No Other (please provide your input): 

2. IG REVIEW: 

Question 2: From a policy perspective, are you in agreement with Amtrak's position regarding IG 
Review as stated in the Statement of Principles, Side-by-Side Analysis? 

Yes No Other (please provide your input): 

3. DIRECT COSTS 

Direct Costs are defined as the costs incurred only for the benefit of a particular route. 
They include: 

Train & Engine Crew Labor 
On Board Service Labor & Support 
Host Railroad Maintenance of Way 
Host Railroad Performance Incentives 
Fuel & Power 
Commissary Provisions & Management 
Car & Locomotive Maintenance and Turnaround 
Direct Advertising 
Commissions 
Reservations & Call Centers 
Customer Concession 
Connective Motor Coach 
Route specific Stations 
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Question 3A: From a policy perspective do you agree that States should pay 100% of the Direct 
Costs associated with the routes serving their states as long as the state is in agreement that the 
Direct Costs being allocated to their state is correct and appropriate for the level of service 
being provided? 

Yes No Other (please provide your input): 

Question 3B : Host Railroad Maintenance of Way, Host Railroad Performance Incentives, and 
Fuel & Power, are "3"' Party Costs" which are paid to Amtrak and then passed through to the 
host railroad and fuel provider at cost. From a policy perspective, do you agree that the value 
of the 3"' Party Costs for a particular route should not be included in any calculations used to 
determine shared costs? 

Yes No Other (please provide your input): 

EXPENSES for STATES SUPPORTING 100% ROUTE TRAINS 
Question 4 : From a policy perspective do you agree that costs to States currently supporting all 
trains within a route should not initially increase more than the cost of inflation, and that any 
other justifiable cost increases which may apply, as agreed upon inthe S209 Policy, would be 
transitioned based on a specific schedule agreed upon by Amtrak and the State. 

Yes No Other (please provide your input): 

SUPPORTING/OVERHEAD/ SHARED COSTS: 
Shared Costs are defined as costs incurred for the common benefit of more than one route. 
According to PRIIA 209, States should pay a proportionate share of Shared Costs based on 
factors that reasonably reflect relative use. 
The categories of Shared Costs Include: 

• Shared Stations 
• MoE Supervision Training & Overhead 
• MoW Support 
• Yard Operations 
• Marketing and Distriubtion 
• Police, Environmental & Safety 
• T&E Overhead and Operations Mangement 
• Utilities 
• General & Administrative - State Supported 
• General & Administrative- Amtrak 

Question SB: From a policy perspective, do you agree that the following categories should be 
included in state allocations? 

o G&A-State Supported Yes No Comment: 
o G&A-Amtrak Yes No Comment: 
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Question 5C: The APT system calculates what Amtrak spends in these categories and allocates 
shared costs to routes based on various formulas. From a Policy Perspective, do you agree that 
(select one): 

a. States should pay a fee to cover shared costs based on a percentage of the Direct 
Costs for their route(s). This percentage will vary by route based on the specific 
characteristics of that route and will be based on allocations of APT. 

b. States should pay a fee to cover shared costs based on another calculation such as 
Train Miles or Seat Miles. 

c. None of the above. I suggest the following methodology to address the allocation of 
Shared Costs: 

6. REVENUE: 
Among State Supported Services, there are routes that operate independent of other Amtrak 
Routes and there are some which operate as part of other Amtrak Routes or NEC Services. 

Question 6A: From a policy perspective, do you agree that in cases where there are state-
supported and non state-supported legs associated with a specific route that revenue should be 
matched against expenses based on a cause and effect relationship and that the specific 
distribution of revenue between Amtrak and the impacted state(s) should determined on a 
route specific basis and documented in the operating agreement between the State and Amtrak. 

Yes No Other (please provide your input): 

Question 6B: In some cases, ticket revenues for a particular route exceed the operating costs / 
service fee. From a policy perspective do you agree that the distribution of revenue in excess of 
operating costs/service fee should be addressed on a route specific basis and documented in the 
operating agreement between the State and Amtrak. 

Yes No Other (please provide your input): 

7. CAPITAL CHARGES 
Question 7a: The Capital Charge Policy which has been presented by Amtrak, charges states, 
based on a national allocation model, for capital assets in 3 categories: Equipment, Land & 
Track. From a policy perspective do you agree that capital charges should only be assessed on 
the equipment, land or track specifically used by a particular route. 

Yes No Other/Comment: 

Question 7b: The Amtrak policy also states that the capital charges paid by states will be set in 
an Amtrak account (lock box) and used for capital investment projects mutually agreed to 
between States and Amtrak. From a policy perspective, is your state legally authorized to pay a 
capital fee which will be set aside for a future, undetermined project? 

Yes No Other/Comment: 

PERFORMANCE GUARANTEES 
Question 8: From a policy perspective, do you agree that performance guarantees should be 
incorporated into Amtrak/State agreements and that the specific details will be worked out later 
in the 209 process. 

Yes No Other/Comment: 
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9. MANAGEMENT DECISIONS 
Question 9a: Amtrak's decisions to make capital investments, agree to labor agreements or change 
operating systems will have a financial impact on states. From a policy perspective do you agree 
that Amtrak must consult with effected States before making a change in operations which impacts 
the operating costs (over the road and or station costs)and or the revenues for a state-sponsored 
train? Yes No Other/Comment: 

Question 9b: Ifthe impact on a state-sponsored train is negative, should Amtrak hold that state 
harmless? Yes No Other/Comment: 

Question 9c: Do you agree that revenues and expenditures for all trains under a state operating 

agreement with Amtrak should be combined under one state contract? 

Yes No Other/Comment: 

10. MANAGEMENT DECISIONS 
Question 10a: Given the agreed to 6 month extension, what have you done to prepare your state 
for Section 209 decisions and implementation? 

Question 10b: Are there any other Policy Issues related specifically to Operating Costs/Revenues 
which should be addressed by the 209 Working Group at the next meeting? 
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Summary of State Responses to State Survey - November 2010 
Surveys were sent to the following states. An * indicated that the State responded to the Survey. 
California (CCJPA)*, Connecticut*, Maine (NNEPRA)*, Oklahoma, Missouri*, Wisconsin*, Illinois, 
Indiana, Michigan*, New York*, North Carolina*, Oregon*, Pennsylvania, Texas, Vermont, 
Virginia*, Washington* 

Summary of Responses: 

ACCOUNTING & Inspector General (IG) 

• Most states agree with the Principles related to Accounting and the IG Review, but 
skepticism remains regarding confidence in Amtrak accounting and cost allocation. 

DIRECT COSTS 

• While most States agree in concept that States should pay 100% of Direct Costs, the lack 
of confidence in Amtrak accounting is keeping the others from concurrence. 

• Even the Direct Cost line items contain significant shared cost elements, and the APT 
methodology does not make it easy, or even possible, for States to draw a direct 
correlation between the service they are receiving and the price they are paying. 

• Amtrak/State Operating Agreements must specifically define the parameters of services 
being purchased, for instance, consistent size and crew size. There are also other 
factors which need to be considered such as the level of management and oversight 
specifically associated with each service. 

• There is overlap between Direct and Shared Costs. 

• States want more input into the service they are paying for and want a better 
understanding of where costs are coming from 

• States want to be involved in the negotiation of 3"* party contracts with host railroads so 
they understand the performance levels and payment structures. 

• It is possible to get State agreement on 100% costs, but only with more definition and 
transparency provided by Amtrak regarding true direct costs. 

SHARED COSTS 

• There is unanimous concern about Shared Costs and most states concur that Shared 
Costs should be allocated based on a formula. 

• The concept of a Percentage of Direct Costs is well received, although this concept ties 
closely to Direct Costs. 

• A suggestion was made to consider a hybrid which assesses costs in 3 levels - Direct, 
Shared and Overhead. 

• States agree that shared costs should be allocated based on a formula of some sort. The 
challenge is finding that formula. 
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Proposed Action Item: Review and enhance the definition of each line item in such a way that it 
is clear which costs are truly direct, which are shared, and how they are allocated. With a 
proper understanding and reporting of Direct and Shared Costs, it will be easier to determine the 
formula for payment and to get agreement from States. 

REVENUE 

• The distribution of revenue between Amtrak and States can become very complex and 
many states believe that State services contribute to the national system beyond the 
state boundaries. 

• In general. States concur that the specific model for distribution or ticket revenues 
should be NEGOTATED and AGREED UPON between Amtrak and the sponsor State and 
outlined in the Operating Agreement. 

• States also concur that Operating Agreements should address the distribution of 
revenues in excess ofthe State Service Payment, with most requesting that the excess 
amount should be retained by the State(s). 

CAPITAL 

• States remain confused by the Capital Charge Policy provided by Amtrak. There is 
much concern regarding how capital charges are derived, how the amount is 
determined, whether or not specific assets have already been depreciated. 
In general. States agree that they should only "pay" for assets used by their route. 
In addition to there being concern about the ability for a state to pre-pay capital 
expenses to Amtrak, the Lock Box concept is not well received by states. 
Who "owns" the money? 
How will the funds be distributed and what is the process for determining which 
projects qualify? 
How will states be credited for past investments? 
Should there be a forward looking Capital Plan, instead of a backward looking 
assessment on old assets? 
There is some support for capital charges/lease payments for Amtrak used equipment. 
In general, it will be impossible to get State agreement on the Capital Policy as proposed 
by Amtrak. 

ACTION/DISCUSSION ITEM 
- Revisit the policy to understand the intention, Amtrak's goals and the ability of the states 

to comply. 

- Discuss the potential for establishing capital plans with a cost sharing mechanism to 
meet capital needs 

- Discuss the role ofthe Federal Government, FRA and the HSIPR Grant programs to 
address capital needs. 

• 
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PERFORMANCE GUARANTEES 
• States agree that Amtrak should be accountable for delivering a specified level of service 

to sponsoring States. 
• This should be put in the parking lot until a later date. 

MAJOR PURCHASES/SERVICE CHANGES 
• In general, states want input into decisions regarding all items which impact service 

levels or costs. 
• States should be held harmless in instances where service changes are made which 

negatively impact a service. 

MULTIPLE CONTRACTS 
• States believe they should have the ability to combine multiple routes into one contract. 
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ATTACHMENT E 
PRIIA Section 209 Policy Development Timeline, Public Outreach and Milestones 

April 20-21, 2010 

Summer 2010 

August 12, 2010 

August 16-17 2010 

August 19, 2010 

August 24, 2010 

September 10, 2010 

September 19, 2010 

September 19, 2010 

October 1,2010 

October?, 2010 

October 16, 2010 

October 28-29, 2010 

December 1-2, 2010 

December 6, 2010 

December 9, 2010 

December 10, 2010 

January 5-6, 2011 

January 5-6, 2011 

January 19, 2011 

January 23, 2011 

January 24,2011 

January 24-25, 2011 

February 4, 2011 

First national meeting ofthe PRIIA 209 States and Amtrak held in 
Chicago, IL. APT system introduced. 

Amtrak holds individual/regional meetings with the PRIIA 209 States tc 
explain APT and cost allocation methodology. 

State call with Amtrak Pres. Boardman seeking 1 year extension 
to develop PRIIA 209 methodology. 

Second national meeting ofthe PRIIA 209 States in Chicago, IL. 

States call with House T&l and Senate Commerce Staff. 

States letter to Amtrak Board Chair Tom Carper seeking 
cooperation. 

Amtrak provides first draft of annual Capital Charges. 

States meet with Amtrak at AASHT0/SC0RT/S4PRC meeting in 
Jacksonville, FL. 

States establish Section 209 States Working Group to work with 
Amtrak. 

Amtrak response letter regarding States Senate/House Letter. 

States letter to Amtrak President in response to Amtrak 10/1/10 
letter. 

PRIIA Section 209 Statutory Deadline. 

First meeting between Amtrak and SWG (Wash DC). 

Meeting with Amtrak and SWG (Wash DC). 

Brief 209 Overview provided to NE/NY Compact 

SWG/Amtrak Working Committees (Cost Definitions, Contracts) 
established to address specific aspects of 209 Policy. 

SWG Briefing Conference Call Mid-West Regional Rail Initiative 

Meeting with Amtrak and SWG (Wash DC) to discuss new pricing 
scenarios. 

SWG/Amtrak brief Congressional Staff 

SWG Conference Call with States to discuss new Policy approach. 

SWG presentation at S4PRC Meeting to further discuss Policy 
approach. 

SWG/States Conference call to further discuss Policy approach. 

SWG/Amtrak meeting to move forward with Policy approach. 

Amtrak sends letters to 209 State transportation leadership to 
identifying S209 impacted states and informing them about the 
progression of new Policy development. 
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February 8, 2011 

February 18, 2011 

February 22, 2011 

March-April 2011 

March 3, 2011 

March 3, 2011 

March 4, 2011 

March 14-15,2011 

March 16,2011 

March 23, 2011 

April 13,2011 

April/May 2011 

May 3, 2011 

May 11-12, 2011 

May 17, 2011 

May 23-June 3, 2011 

June 10,2011 

June 15,2011 

June 24, 2011 

July 2011 

August 2011 

SWG/Amtrak Conference call regarding pricing proposal. 

Amtrak responds positively to concept of initial SWG Pricing 
Proposal. 

SWG updates FRA via Conference Call. 

Amtrak holds individual meetings with States to explain APT and 
pricing proposals. 

Amtrak/SWG meeting to discuss Policy specifics 

Amtrak/SWG brief FRA regarding 209 Policy direction 

Amtrak/SWG present Policy concept at AASHTO IPR Leadership 
meeting in Washington DC. 

SWG/Amtrak provide status update at SCORT Meeting in 
Washington DC. 

Amtrak Board meeting - status update. 

SWG Update provided at NE/NY Compact Meeting 

Brief overview of 209 Policy progression provided at NEC Corridor 
Commission Meeting, Wilmington, DE 

SWG Briefing Conference Call Mid-West Regional Rail Initiative 

SWG and Amtrak work on Policy development & refinement of cos 
additives. 

Amtrak/SWG present Policy concept at AASHTO IPR Leadership 
meeting in Washington DC. 

SWG/Amtrak meeting to develop final cost allocation model and 
approve additives. 

SWG Briefing to States during S4PRC Call. 

SWG and Amtrak confer regularly to finalize Policy Package. 

Amtrak and SWG release draft Policy Package to States. 

SWG/States Conference Call to discuss Policy Package. 

State comments on Draft Policy due. 

SWG/Amtrak incorporate State comments into final Policy to 
present to Amtrak Board for Vote. Final Policy will be transmitted 
to States for approval. 

Tentative Deadline for Policy approval by States. 
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ATTACHMENT F 

Congressional Outreach 
Summary of States Congressional Outreach on PRIIA Section 209 Implementation 

In August 2010, states affected by the implementation of PRIIA Section 209 were 
concerned with the progress that had been made with Amtrak on the creation of a new 
cost methodology. The 209 states determined that the best course of action was to seek 
an extension of the October 16, 2010 deadline. 

Since the deadline was established in statute, the representatives of the 209 states held 
conference calls with staffs from the House Transportation and Infrastructure 
Subcommittee on Railroads and the Senate Commerce Committee. The purpose of 
these calls was to provide an update on the status of the Section 209 effort and express 
states' concerns with the pending October 16, 2010 deadline. The states asked the 
staffs to consider amending law to allow for a one-year extension of Section 209 
implementation. 

After discussions with congressional staff and Amtrak, Amtrak and the states agreed to a 
voluntary six-month extension (April 16, 2011) before either party would petition the 
Surface Transportation Board (STB) to review the cost allocation methodology. 

On January 5, 2011, the State Working Group (SWG) and Amtrak officials met with 
Senate Commerce majority and minority staff̂  to provide a progress report on the work 
of the 209 effort since August, 2010. The following day, the SWG and Amtrak officials 
met with the House Transportation and Infrastructure Committee majority and minority 
staffl 

Both meetings focused on the efforts of the SWG and Amtrak to develop the cost 
allocation methodology required by the statute - our progress and continued challenges. 
Congressional staff expressed appreciation and optimism that the two parties were 
working together to reach agreement by the April 2011 deadline. The SWG and Amtrak 
highlighted their commitment to work on a methodology that will continue to support the 
success of the state supported corridor routes. 

^ Senate Meeting attendees included: SWG Members representing (California) Capitol Corridors Joint 
Powers Authority, Northern New England Passenger Rail Authority, North Carolina DOT and Wisconsin 
DOT, /\ASHTO Staff and States for Passenger Rail Coalition Staff as well as members of Amtrak's PRIIA 
209 Team/Government Affairs (Stephen Gardner, John Bennett, Max Johnson and Caroline Decker.) 
Senate Commerce staff included: Melissa Porter, John Drake, lan Johnson, Taylor Woods, Dan 
Nuemann and Mike Meenan. 

^ Joyce Rose, Jennifer Esposito Homedy and Rachel Carr. 
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ATTACHMENT G 

To: State Working Group 
From: Amtrak Policy & Development 
Date: February 18, 2011 
Re: Response to Policy Proposal. February 8 

Thank you for submitting your proposed PRIIA Section 209 operating pricing policy via e-mail on 
February 8. Our understanding of the key features ofthe policy is as follov.'s: 

• Costs are classified into 3 categories: Third Party Costs, Route Costs, and Other Costs. 
Third Party Costs consist of host railroad maintenance of v/ay and performance 
incentives, and fuel. Route Costs consists of costs that States are generally able to see 
and touch" on their routes, and costs that are easily understood and allocated. 

• Third Party Costs will be charged to States. Route Costs will be charged to States, and 
Other Costs will not be charged to States. 

• Additives will be charged to certain Route Cost line items in place of Other Costs. These 
additives will vary based on whether routes connect with the Northeast Corridor. 

Areas of Agreement 
We agree with your classification of costs into Third Party, Route, and Other. Betv/een now and 
the conclusion of this Section 209 process, we may propose minor adjustments to this 
classification based on new information about how data flows through the APT system, but we do 
not think this is likely or that these changes will be material. 

We agree '.vith your approach of proposing multiple additives to Route Costs, and we also agree 
with the approach of including those additives only on selected Route Costs. We believe that 
limiting the number of additives will help keep this pricing approach simple and consistently 
applied, and will help ensure its long term success. 

Next Steps for Amtrak 
First, we agree that our State partners need updated financial data to evaluate the effects of 
these policy proposals. Due to our limited resources, v/e have experienced delays in providing all 
of this information. We v.'ill make our best efforts to provide all current and potential State 
partners with updated capital charge information, reflecting the results of Policy "D' (widely-
allocated assets excluded) by Friday. February 25. 

We v.'ill also make our best efforts to schedule meetings with States to discuss the updated 
capital charge, and updated operating results presented in the format of Third Party. Route, and 
Other Costs, by March 18. 

For this policy to be successful, we must ensure that the additive rates we select are affordable to 
the States, fair to Amtrak, and that there is widespread understanding of what costs they intend to 
represent. Right now, those groups include the States and Amtrak departments responsible for 
the costs, but future stakeholders could include Inspectors General, auditors, the Surtace 
Transportation Board, the Federal Railroad Administration, and others. To meet this standard. 
Amtrak must undertake a process of discussing and reviewing these rates among its relevant 
departments to determine their appropnateness, and will propose modified rates or categones 
back to the State Working Group, as appropriate. Additionally, Amtrak is reviewing the proposal 
that the additives be differentiated into only two groups: NEC-connected and non NEC-
connected. 

Open Issues for Discussion 
At this point in the process, there are a few outstanding issues related to both the APT system 
and policy options. 

• APT: Connecting motor coach. The revenues and costs from connecting motor coaches 
originate with an Amtrak Thruway bus number, which should allow them to be directly 
assigned not allocated to routes At this time it appears that there are system issues 

Declaration of Maximil ian R. Johnson - Exhibit R 



ATTACHMENT G (continued) 

Amtrak Response to SWG Feb 8 Policy Proposal Page 2 

v/ith how these Thruv/ay buses are being assigned to routes. While these issues are 
being resolved, all connecting motor coach revenues and expenses will be based on 
source data. 
APT/Policy: Station costs. At some larger stations where there is a mix of corridor and 
long distance service, some States are concerned that the corridor services are receiving 
a disproportionate share of costs Policy & Development v/ill work v/ith Amtrak Finance 
and applicable States to explore v/ays of allocating specific components of station 
expense in ways that reflect each service type's usage of those costs. If this is not 
possible in the APT system, Policy & Development will propose adjustments to the APT 
data adjusting for how different service types use stations. 
Policy: Through revenue. At this time, Amtrak is awaiting a proposal from the State 
Working Group on how to treat through revenue between State-supported services and 
the NEC. In the meantime. Policy & Development is working with Amtrak Revenue 
Management to gather additional information on this issue. 
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ATTACHMENT H (continued) 
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ATTACHMENT H (continued) 
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nl ZOOX I I'KIIA) W c .ipprcci.itc >(iur pailiiersllip in lliu eilJeii\nr .tnd remain i.niiiiiiilted In 
vvnrkini: cnllahorLili\cl\ uilli llic SlJle^ In (.ninplctc nur »(irk nn llii-, inip>irt:im task 

Kv^.irdnig\niir proposed I \ciir tunc pelIIHI foi Lniitinuiiiu om disciissmn. while u c 
.icknowlediie thni si \ month': î  nn aiij!fVssi\e limct.ilile for nuitii.'illy de\elopinu a pricini> poiic>. 
we lx-lic\e uc have <i liigli ehniice of addic^sinii ilic Stales' oiiisiandiiiu tecliiii(.al cnnceriis »iilim 
that timcfiamc A;, such, ue eniiiiiiiic to helievc that .1 .si\ mnnlli cMcn.sinn perKHJ i> jppiopri,itc 
t'oi U.S to Mih>tdnliitll> cniKludc llus part nf ihc piocc>s unh cniilnuicd liuiJ uoik finin all pailics. 
In lh.1t end. as ol this uiiiing. ue ha\e hcuim the pint.c.ss nl sh.iiine deiailed cipitiil d.ii.i unh 
inipaLled Stales 

\ s um indicate, some nf nur State partners uill lune ncu CoNcrnors this i.omiiiu .l.iniiary R\ 
Ihat lime, u e uill ha\e -ipeiii lliree moie months cvimmm;: ihe detail hcliind the capilal chaise 
data and uiMkinu to [niali/e anv oiitsiandnii! adjiisimenl'i to the npeiatiiiu dala II u e aie ahle tn 
continue our recent rale nf pioi:ress. u e >liould be in a poMlion uliere nuiLJi oi ihe discussion 
.ibout the undeiI.Miiti daia is behind us and .my leMMimnv: pnlk\ i.|ucslinns have been v.lcail> 
dcl'med Al IIMI imie. u e believe that both new and iiicunibcnl (inveriiois and then sialfs uill 
have three additiniiul inonlhs lo ut.irk unh '\inlrak on fnuili/iiiu the pricinii pnJKv issues al the 
heart iil the Section 20'> process 

•\s u e have discussed, ^haniies Io Ihc adopted pnlicv .nc allnucd under the si.iliiie. so ihe piilic> 
in.iv be levised nvei lime As AIT is the jouiidalinn lor the Sectmn 2il'i pnhcv. anv ^Iniiiiies to 
the Al'l svsieni which mav ivsiilt irom a review b\ the IIOI" K'l would accordniiilv be 
incorporated into .1 rev i-;ed co-sl ^hai inn methodolosiv ami letlected in lev ismns to the pnhcv 
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ATTACHMENT H (continued) 

I-r..-!). I «M»,f'..-i. .J. 

I'l.gi'U- I rm;.'.- Jl-

I / . : : . I ' , I ! s . " ' I . ' I ; 

/ \ # V / I T »« A K 

We .ippliiiid vniir crciition ol a Seclion 20') \ \ i . i ik i i i^( jr iui | i . mid wc tliiiik this will be helpful in 
coniinuini: to move the process Uirwaid Wc look IOIAVUKJ in bci:iiiiiinu nut discus.sinti.s wnh ihc 
Working ( i ioi ip III WiishinglDii. IX ' around ihc tiiiic ol lhe (Vlohci 2'̂ -2S .\iiilrak Board i>l 
DiiULlors iiieclitii: With ruspcM u> lhe inloniKition voii requested in viiiir receni leilei. we wil l be 
pleased In prov ide ihi.s lo von in deliiil al iipconiinu iiieetiii{!s. iiicludiiiti revenue urnwth and cost 
contninnieni efforts, and fin.incial dnt.n for lhe Ni'rthcasi C.'orndor and I onv; Distance opeialiens 

As stated above, wc arc opiiniisiie based on the recent prourcss wc have made th.it in the nc\i s i \ 
nioiiihs we wil l be able lo resolve these issues While we c\pcel all parties to keep the 
nioineniuin lowurd reuchiii}! aiireeineiii. we acknowledge the possihilitv that iinlorcseen 
diU'icultics niiglii arise that ctuild slow nur exiKvled pace but believe thai the besl time In uddres.s 
these and anv necessarv' ;idjusinienis lo nur approaeh is as we near lhe end ot the cominji s i \ 
month e.Meiision period 

Likewise, we also must acknowledge the |x\ssibility th.1i at the end orthe s i \ month extension, we 
nia> Hiid ouiselves al an iinpas.sc in these discussions In that i.ase. we believe it is iiiiporlani for 
hnlli llie States and .-\iiitrak lo retiiin the ahililv 1*1 mm to the Surface rraiisportatioii Doiird lor 
their assistance in setlling ihis nialter as called for in Section 20') I his is an ouiconie that 
\niirak neither desires nor predict-; basal on the pn^gress we have been making, but we t'cel it i-; 
an imporlanl safeguard tor e\ erv one involved in the process 

If vou are in ngicemciii. wc ivsjiecilullv reijucst iliai vou sign the .itiak.hcd lelter agieeinciit 
nicinoiiali/i i ig this uiiJei standing We kvik I'orward to the swil'i conclusKm of the l'l<ll.-\ Seclion 
2(1'* priK'css 

Sincerelv. 

Stephen .1 (jardncr 
Vice i'lesidenl. I'olicv and IX-velopiiient 

cc: Daniel K r i l io i t I I I . ( hainnan. Siirl.')ce I ran>;p<M-iation Hoard 

^ ^ 
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ATTACHMENT H (continued) 

A I V A T R A K 

Job..'I.h il Bciiirtlmiin 
l ' i . . . i . I' - I . , . ! . . . . 

October:". 2010 

i-'iankJ Bu-iulacchi 
Chair. States tor I'as'cngcr Uail Coalition 
Sccielarv 
Wisconsin De:iannicnt of l ransportation 
I'O 13o.\ 7910 
Vlariison. Wi.scon.sm 5.̂ 707-'">10 

Hugene .\ Conti h . 
Chair, Standing Conimittce on Rail 1 ransporlalion 
Aniericun .Association of Stale Iligliway and Iian.sporlalion Officials 
Secretarv' 
N'oiih Caiolma Departmenl of Transpoitation 
I'raiispoilation Building 
One S Wilmington Slicel 
kaleich. \'C 2^f>'W-H0l 

Dear Secretaries Rus:ilacchi and Conlr 

In receni mon-hs. Amtrak and its curreni Slalc partner^ (the Stale») repiescnled bv vour enliliCs. ihc 
.Standing Committee on Kail Transportation. American .Association of State Highway and Franspoitaiion 
Oftlcial.s (AASHTO) and the States for I'a.ssenger Kail Coalition (S4i'R). h.avc made suhstaniial clfoii': 
toward fulfilling lhe reiiiinemenls of Section 20') oflhe Passenger Kail Inveslment and Impiovemcrt Net 
of 200S (I'KII.A) Nevenheless, for a variety of reasons v\'c have not nel Section 2Ws reciuiicnienis that 
wc "develop and implement a single, nationwide .standardised niciiiodokigy ' ••[wjitliin 2 >..'ais ai'iei 
the dala of enacimcnt oflhis .Act." as called for in subsection (a). Based on I'KII.A's cnactncnt on 
October 16. 20()S. the deadline ol Octobei Id. 2010 has passed. 

Subsection (c) of Section 209 states that it wc do nol meet this deadline, "lhe Surface I ran.sportaiicm 
Board fSTR| shall detemiine the upproprtaiu mcihodology...." and gives the paitics the ability to seek 
resolution of thi.s matter bei'ore lhe Board Rather lhan exercise this right at this ti:Tic. we share a common 
belief that the States and .Amtiak should continue the wtirk curiently in piogress to collahoraiivcly 
detemiine a methodology for Section 209 We propose agreeing to continue this work foi a pcr.od of six 
(6) months until April lrt. 201 i 

Amlrak lecognizes that the States lepieseiited bv youi gioups aie individual eir.ities. but llicv have 
assembled a Working droup under vour auspices to icprcsent t'lc intcic.sts of the .Swires with respeci tn 
Sec'.ion 209 issues .•\mtiak's inaiiage'iiciil team. lepicsenting the Aimiak Boaid a-id the w<i:king gio.ip 
will begin discussions this month both on the substantive is.siics relating lo Section 209 and to csiahhsh a 
process and schedule to guule the negoliations 
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ATTACHMENT H (continued) 

.V.virfi.'ir^ i)ii^,il,n(hi .mil Conn 
OiUilvi 27, Jliili 

A I V A - T R A K 

I'nor lo April 10. 2011, wc agree that .Amtrak and the States leprcsciilcd bv vour two oigaiiizai;oiis mav 
decide to approach the STB foi a.ssistance in SCCIMHI 209 mallcis hut shall agree to liiini ihis act-on lo 
instances of mutual decision, assuming the parties continue to work in good faith lowaids lhe v.oir.pleiior 
of a new methodology under Section 209 II'. ai the end ofthe (> month period descnbed in this Icllci. 
.Amtrak and the States agree that there remain significant and iiiateiial teciiiiicai obstailes to deici 1111111111: 
a meiliod()log\, they mav consider a limited extension oflhis period 

'I o indicate v our agreement vv uh this proposal desci ibed above, please sign this leller and return it to the 
above address We liKik loiward to winking collabnratively wilh you and youi oigaiii/atioiis 4111 ihis 
impoilanl process 

Smcerel 

f l l . Boardman 
I'lii iiiiii('liii-J F.wi iiiiw O/JiLcr 

Daniel K hlliott I I I . Chuimian, Suri'ace lransportation Board 
Section 209 Workmg (Iroup. David Kuirosky, CCJPA 

I'atnciaQuinn.NNI'iPKA 
Patnck Sininioiis.NCDO I 
Kevin Page. VA-DRPr 
Beth Nacbieiner. WisOor) 

ACCF.PTFD AND AGRi:,IID 

D:ite 

By 

rule 
k 

'AM 
d-C^fi-J^-^il 

H A . if S^v-zcr Y/l/fE//TO 
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NAr-ONA- ftAit nOAE* pASM-rjr.Fr cORpun.llror* 
<l. Mj|V,i!hv.rivAie'i.f->'.; V'.'A-.. if iiii. •> PP.:'.. 

IC} . 'G : ^36 ^ i£f r.,, 7'i2 'A't :t.3'. 

A A A T R A K 

&l«plirr J Gsilii'e, ^ ^ ^ S ^ 
v'icr I-fPvd'M Poll', a-ni I'c.rtnr.irpiii 

March 17, 2011 

Paula J. Hammond 
Chair, States for Passenger Kail Coaliliun 
Sccietary, Washington Department of Transpoitation 
310 Maple Pork Avenue Sl: 
PO Box 47300 
Olympia, WA 98594-7300 

Eugene A. Conti Jr. 
Chair, Standing Committee on Rail Transportation 
American Associalion of State Highway and Ti-anspoitation Officials 
Secnslary, North Carolina Department c f Transportation 
Transportation Building 
One S. Wihnington Street 
Raleigh, NC27699-1S01 

Dear ScurctHiics IlHmmond and Conti' 

I'm writing today to discuss our coljuboi-utive effoTts lo advance Section 209 of the Paswiigei R-ail 
Investment and Improvement Acl of 2008 (PRIIA) First, I'd like to I'ccogni^ ihc time and effuil Ihal 
your agencies and fellow States have contnbiited to Cne Section 7.09 process. Wc have iniide sigmncnnt 
progi'csa and this would not have been possible wiihoul ihis cooperation and, in pariiciilai, tl'jc substantial 
contributions of the Seclion 209 Slates Working (iroup (.SWG) Appointed by your organizations. 

Ttic recent pi icing pn>posal from the SWG represents a major shift in how AmlraK and our State and 
agency panncis would shaie the costs of providing passenger rail sei'vice. The Amtrak Hoard of 
Directors hss reviewed and indicated its general support for this approach, subject to agieement on the 
additive rates aixl other details, and we believe it wil l be a solid foundation for cooperatively giowing our 
operations in the futuie. While this generally policy concurrence represenls a sigiiLlcant step forwaid, al 
this lime, cerlain details uf tins proposal remain outstanding as we continue to cooperatively refine tins 
proposal. We arc confident that we can re.solve these issues, but we believe that wc can dn .so in a mo.'c 
thorough manner by devoting some additional Ij.iie to the Section 209 process 

To that end, wc propose that we extend the agreement between our oiganirations, oiiginally executed by 
Secretaries Busaiacchi and Conti on October 13,20IG and attached, for an additional two months until 
June 16,2011. Under this prnpo.sed extension, we will continue to work in good faith to rinnli-/.i' Ihese 
deiails, and we vvill continue to agree to only appioach the Suiface Transportation Hoard (STIJ) for 
assisiance in cases of inulual agieement. 

• 
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ATTACHMENT H (continued) 

Pnula J Huiiuiwitii 
VufimeA CuiitlJr. 
March 17, 3011 

A A A T R A K 

To indicate your agreement with tins exlcnsjun, please sign this letter and retum it to the above address 
Wc look fonvai-d to (lie swifl LOIICIUSIOII nf this important praccsa, and I would again like to thank all om 
Slate and agency partners foi Ihci: contributions. 

Sincerely, 

Stephen Caixlnei 
Vice Pl esident. Policy & Developmeni 

ACCEPTriD . W D AG'dEUD-

D.ite: 

»>• : 

Tiilc-

Date. ^ ^ / ' ^ 
/ • • " < - • . ' ^ 

B y : < • - . ' . . . . 1 . _ / > . » • 

- " / • • r 
Title; , ^ r r t ^ r — ' - '• n ' • 

—l-

-

, 

cc: Thomas(.'arpci, <-hair, Ammik Doard ofDircclois 
Joseph II. Uoardman, Presidunt and C?.0, Amlrak 
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PRIIA Section 209 Cost Methodology Questionnaire - June 10, 2011 

Please complete and submit to patricia@nnepra.com by Friday, June 24,2011,5:00pm ET 

Name of person completing form: 

State/ Agency/Title: 

Route Name(s): 

1. Do you/does your organization generally understand the methodology for determining costs of 

State Supported Amtral< Services as outlined in the PRIIA Section 209 Policy? 

a. YES b. NO 

2. Do you/does your organization have specific questions or require additional clarification 

regarding the methodology for determining costs of State Supported Amtrak Services as 

presented in the PRIIA Section 209 Policy? 

a. YES b. NO 

If YES, please tell us what your questions are or which elements you would lil<e further 

explained. 

3. Do you/does your organization have specific suggestions or comments to add regarding the 

methodology for determining costs of State Supported Amtrak Services as presented in the 

PRIIA Section 209 Policy? 

a. YES b. NO 

If YES, please tell us what your suggestions are. 
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4. To whom in your state should the PRIAA Section 209 Cost Methodology Policy Packet be 

transmitted for final approval? Please complete. 

Name: 

Title: 

Organization: 

Address: 

Phone #: 

Email: ! 

5. How many days/weeks do you anticipate it will take to obtain Policy approval from your state? 
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PRIIA Section 209 
Cost Methodology Policy 

August 12, 2011 
Final Draft 

Prepared for PRIIA 209 States and Other Interested States by 
The States Working Group (SWG) and Amtrak: 
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PRIIA Section 209 Pricing Policy Draft June 10, 2011 Page 2 

Passenger Rail Investment and Improvement Act (PRIIA) of 2008 
Section 209 Cost Methodology Policy 

Recommended by the State Worlting Group (SWG) and Amtrak Staff 

FINAL DRAFT 8/12/11 

Overview 
Under the provisions of PRIIA Section 209, all short-distance Amtrak corridor services must become state-
supported routes and states must pay the proportional costs associated with their respective corridor route. 
This document describes the "single, nationwide standardized methodology for establishing and allocating the 
operating and capital costs among the States and Amtrak." This methodology applies to services provided by 
Amtrak over routes "of no more than 750 miles between endpoints," as described in section 24102(5)(B). 

I NEC Sp ino i A;«l«E.'p'«S7,Noi1>>»5lRcai«n«l 

' s t a t e S u p i i o i t e d R o u t a a i rtimoniuK* umc VYIICI 

lihro.&ZPt^l^vi/lAil3nnrll>iir, Illi-tOnliihi hevdoriQ LtrvlHi ii^RcaicriJ^ 
• f t w • ivHfwurifn" HnfMfM'inellH.Kir-iMiivit ^mi Jiwyi'i^ vmiinntta 

^ ^ ^ BlfStBUi C o n t d a r R o u t a a t EEiii.raSeif.^,.-ic3seiSuie,uai<ieLsai. 
RlchincndMr<ip<>tNsinR>glond.PnnnlMnx.S«in«««ldU<>.Wt<wlna 

Mbcad S t a t o / l y a t o i B n o v t a a i caK«Aw,PKifcswifMr.uncari 
S«rvic«. Hoonor SUbm. Ktvsts n t 

Members of SWG-Amtrak group include John Bennett, Stephen Gardner, Shayne Gill, Susan Howard. Max Johnson, David Kutrosky, 
Beth Nachreiner. Kevin Page. Patncia Quinn, and Patnck Simmons 
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Appendix A provides a list of affected routes; Appendix B provides the text of Section 209 and related statutes. 
Currently, approximately 36 ofthe total 110 corridor routes are either partially or completely supported by 
Amtrak. Once Section 209 is implemented, all such corridors routes will be priced in a transparent, fair and 
equitable manner. Amtrak and states were charged with collaboratively creating a cost methodology to 
establish a basis for sharing operating costs plus an annual capital charge for Amtrak-owned equipment and 
facilities used for intercity passenger rail service. 

This policy statement outlines the methodology Amtrak will use to compute: 

operating expenses for routes using a formulation that defines direct route costs and associated 
additives, and 

capital charges for the use of Amtrak-owned assets. 

The Amtrak Performance Tracking (APT) system - Amtrak's recently-implemented cost accounting system, that 
is linked to Amtrak's financial and operating systems - provides the cost basis that the SWG and Amtrak used to 
evaluate options for assigning service area route costs. 

The Federal Railroad Administration (FRA) met with the SWG and Amtrak to address the issue of transition 
assistance to the states during the phase in of the new methodologies for route and capital costs. This policy 
outlines clearly that states are responsible for the costs associated with the new capital charge. However, the 
FRA recognizes that states will face a financial burden as they implement the new cost-sharing approach. While 
the details of transition assistance have not been fully developed, the FRA has committed to working with the 
states and Amtrak on transition assistance. 

Basis for Allocating Costs 
Many railroad costs—both costs directly related to the services provided and those shared among services—are 
by their nature provided through jointly used crews, crew bases (locations where train crews report for work), 
support teams/facilities, maintenance facilities, and stations. As such, cost allocation methods and procedures 
are needed to fairly apportion these costs. The Amtrak Performance Tracking (APT) system will provide the 
basis for allocating "to each route the costs incurred only for the benefit of that route and a proportionate 
share, based upon factors that reasonably reflect relative use, of costs incurred for the common benefit of more 
than one route". 

In some cases, Amtrak and states may agree to use supplemental financial data to adjust the results of APT, 
including, but not limited to, local systems for measuring fuel consumption that are not available nationally. 
Pursuant to part (b) of Section 209, if changes to Amtrak's financial systems result in a material change to the 
results of APT, Amtrak will work with its state partners to update this policy in a manner consistent with the 
intent of Section 209. 

Operating Scenarios 
State-supported routes are classified into three operating scenarios: 

Single State Corridor Trains. These corridor trains do not cross state lines and do not use the NEC "spine" 
(Boston-Washington). 

Multi-State Corridor Trains. For corridor trains that cross state lines but do not use the NEC "spine" 
(Boston-Washington), the states on the train route shall develop an equitable method for sharing the costs 
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and revenues from the trains. Amtrak will provide the affected states with information to assist in reaching 
agreement. 

Base-Increment NEC Corridor Trains (Single- and Multi-State). In Section 209, the Northeast Corridor (NEC) 
is defined as "the continuous Northeast Corridor railroad line between Boston, Massachusetts and 
Washington, District of Columbia" in section 24102(5)(B). Trains having some part of their route both on the 
NEC and on a state-supported corridor are considered Base-Increment trains. In the case of base-Increment 
NEC corridor trains, APT allocates costs between the state leg and the NEC leg for accounting purposes in 
various ways. The allocation explanations for specific expenses are described in the APT documentation 
available on the FRA website, both in summary in the Main report and in detail in Appendix A. 

The following general conditions apply to Base-Increment trains: 

Route Costs (defined below) common to both legs are prorated based on whether costs are incurred 
on the state leg or on the NEC. For instance, turnaround servicing is allocated by train miles on the 
NEC and state leg. Non-turnaround maintenance is allocated by both time and mileage-based 
statistics prorated for the amount of time a train spends on either the NEC or the state leg. 

Trains that travel through multiple states off the NEC shall develop a mutually agreeable method for 
sharing the costs and revenues of the trains. 

"Through revenue" is revenue from trips with one endpoint on the NEC and one endpoint on the 
state-supported leg. Through revenue will be credited to the state in one of two ways, to be 
determined by the state and established in the agreement: 

o Passenger Mile Split. Through revenue will be split between the state and Amtrak 
proportionate to miles traveled off and on the NEC. Under this method, Amtrak is 
responsible for all operating and capital costs when the train is on the NEC leg. Capital 
charges for equipment will be split between the state and Amtrak reflecting service both 
on and off the NEC, allocated based on the time-based Units Used statistic. Capital 
charges for fixed assets will be for the state leg only. 

o Through Revenue Plus Passenger Mile Charge. States will continue to be charged costs 
for the state leg as described above. Through revenue will be credited to the state, 
along with a charge per passenger mile for the costs of through riders traveling on the 
NEC. This per passenger mile charge will represent the state's share of Amtrak's: 

• Fully allocated NEC operating costs, as pro rated by all available Amtrak 
Northeast Regional seat miles; 

• Equipment capital overhaul costs, as pro rated by all available Amtrak Northeast 
Regional seat miles 

• Fully allocated fixed asset Normalized Replacement capital costs as defined in 
Appendix C, pro rated by all available Amtrak NEC seat miles; and 

• 20% of any fixed asset State of Good Repair Backlog capital costs as defined in 
Appendix C, pro rated by all available Amtrak NEC seat miles. 

These charges will be fixed for the term of the contract between the state and Amtrak 
and applied against actual passenger miles. However, this through revenue policy may 
be amended by Amtrak and the affected states if the outcome of the PRIIA Section 212 
cost allocation process requires changes to this policy. 
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In addition to the operating scenarios described above, some state-supported routes travel for part or all of the 
entire route on right-of-way owned by Amtrak outside the NEC; these routes are described in Appendix D. In 
these situations, Amtrak will remove the maintenance of way expenses for these segments as allocated in APT, 
and replace them with a synthetic host railroad charge. This charge is consistent with the costs that are typically 
charged to Amtrak by host railroads for incremental operating and maintenance. For right of way that Amtrak 
purchases or assumes maintenance responsibility for not listed in Appendix D, Amtrak and the state will 
negotiate such maintenance and related charges on a case-by-case basis. 

Methodology for Determining Operating Costs 
Under the proposed S209 Methodology, the Service Fee will include: 

100 percent of the "Third Party Costs" associated with its corridor service; 

100 percent of the verifiable Route Costs associated with its corridor service; 

Support Fees proportional to its corridor service; and. 

Credit for passenger and other allocated revenue, resulting in the Net State Cost. 

Third Party Costs: 

Actual Third Party Costs will be charged to the state corridors. Third Party Costs are comprised of: 

Host railroad maintenance of way; 

Host railroad performance payments; and 

Fuel and power charges. 

Route Costs: 
Route Costs are operating costs closely associated with the operation of a route. Route Costs can clearly 
be evaluated and tracked by Amtrak and the states in the direct provision of service on a corridor tram. 
Route operating costs include the following categories as allocated by the APT system: 

Train and engine crew labor 

Car and locomotive maintenance and turnaround service 

On Board Service Labor and provisions (Food Service) 

Route Advertising, 

Sales & Distribution 

Reservations and Call Centers 

Route Stations 

Shared Stations 

Commissions 

Customer Concession 

Connecting Motor Coach 

Local & Regional Police 

Block & Tower operations 

Terminal Maintenance of Way 

Insurance 
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Support Fees: 
Some cost categories have an additional level of regional and national support not included in the Route 
Costs, and therefore also include Support Fees that are proportional to the service provided. Support 
Fees are determined by applying category-specific additives to an associated route cost or other aspect 
of service, (i.e. revenue or passenger miles). These additives were developed by converting support 
cost data from the APT system into rates that would be consistent across all trains in a region, or in 
some cases, all state-supported trains. 

For example, Amtrak provides mechanical support, facilities and services that can reasonably be 
apportioned between Amtrak's business lines - the Northeast Corridor (NEC) trains, long-distance trains 
and state-supported trains. The Maintenance of Equipment (MoE) support fee represents the portion of 
those costs allocated to state-supported trains and is determined by applying an additive rate to the Car 
& Locomotive Maintenance and Turnaround route cost. 

There are six categories of Support Fees are determined as follows: 

Train & Engine Crew Support (T&E): A combination of system and division additives applied to Train 
& Engine Crew Labor route costs. All corridors will be charged a system additive which is fixed (12.9 
percent) and a division additive which is variable (13.5-24.3 percent). The division additive is based 
on the Amtrak region in which the corridor operates and is linked to the management structure 
within Amtrak that is responsible for service delivery by train crews. The T&E system additive rate 
excludes costs from Amtrak's Consolidated National Operations Center (CNOC), which are 
considered a "backbone" cost. 

• Maintenance of Equipment (MoE): A fixed system additive (27percent) applied to the Car & 
Locomotive Maintenance and Turnaround Route Cost. The MoE additive rate excludes backshops 
and fleet engineering costs, which are considered a "backbone" cost. 

On Board Services (OBS): A fixed system additive (10percent) applied to the OBS Crew & Provisions 
Route Cost. 

Marketing: A variable regional additive (1.9 - 2.8 percent) applied to total revenue. The marketing 
additive is based on the degree to which a state corridor is connected to the NEC or to a major 
Amtrak hub station. Corridors that fall into those categories will have a higher additive associated 
with Amtrak's higher level of shared marketing in those regions. 

Police: A fixed system additive ($.005) applied to passenger miles. 

General & Administrative: A fixed system additive (2 percent) applied to Total Route Costs. 

The additive rate will remain the same for three years beginning October 2012, unless there is a significant 
unforeseen event, such as a significant decrease in Amtrak's Federal funding or a significant change to the size of 
Amtrak's network. A change in the additive rate during the three-year term must be approved by Amtrak and 
the states. At the end of the three year period, Amtrak will propose adjustments to the additive rates if they are 
necessary. States and Amtrak must mutually agree on additive rate adjustments. 

The table below illustrates the S209 Operating Cost Pricing Methodology. The definitions of cost categories and 
additives are described in more depth in Appendix E. 
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S209 Operating Cost Pricing Methodology 

ROUTE COSTS 

Train & Engine Crew Labor 

Car & Locomotive Maintenance 
& Turnaround 
On Board Service (OBS) Crew & 
Provisions 

Route Advertising 

Sales & Distribution 

Reservations & Call Centers 

Stations-Route 

Station-Shared 

Connmissions 

Custonner Concessions 

Connecting Motor Coach 

Regional/Local Police 

Terminal Yard Operations 

Terminal Maintenance of Way 

Insurance 

Total Route Costs 
(Sum of Above) 

+ SUPPORT FEE 

T&E Route X (Division Additive* + 
System Additive (12.9%) 
Car & Loco Route Cost X System 

* Additive (27%) 

+ OBS Route Cost x 10% OBS Additive 

= 
Marketing Additive* x Passenger and 
Allocated Revenue* 

= 

= 

= 

= 

= 

= 
Passenger Miles x 

* Police Additive ($0,005) 

= 
= 

= 
Total Route Costs x General & 

Administration Additive (2%) 

Host RR Maintenance of Way + 
Host RR Performance + Fuel & Power 

= 

-

= 

OPERATING COSTS 

Total Train & Engine Crew 
Labor 
Total Maintenance of 
Equipment 

Total On Board Services 

Total Route Advertising 

Total Sales & Marketing 

Total Res & Call Center 

Total Route Stations 

Total Shared Stations 

Total Commissions 

Total Concessions 

Total Motor Coach 

Total Police & Security 

Total Terminal Yard Ops 

Total Terminal MoW 

Total Insurance 

General & Administrative 

Route Service Fee 
(Sum of Above) 

3'" Party Costs 

Total Operating Costs 
Service Fee + f ' Party Costs 
Less Passenger and Other 
Allocated Revenue 

NET STATE COST 

*Denotes variable additive. Reference Appendix E 

Passenger and Other Allocated Revenue 
Passenger revenues include ticket revenue and food and beverage revenue attributable to a particular route. 
Other Allocated Revenue includes miscellaneous revenue related to a route's passenger train operations, such 
as ticket by mail fees, loyalty marketing revenue, commissions from sales of third-party services during the 
reservations process (call/Internet "tipping"), package express where applicable, and other. 

Optional Services and Pricing 
States may wish to independently contract with alternative service providers for some services rather than 
Amtrak. For example, states may contract directly with vendors for food service, equipment maintenance, and 
other components of their services. Working with independent service providers may have an impact on the 
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level of service that Amtrak can provide for a state. In these cases, costs that are not incurred by Amtrak would 
not be included in cost estimates or service reimbursements. 

Operating Surplus 
In the case where a route achieves an operating surplus, that route's surplus funds will be applied as follows: 
first, to operating payments for other routes supported by that state; second, to equipment capital charges for 
that state; third, for agreed upon fixed asset capital charges for that state; fourth, for future operating and 
capital payments by that state. 

Methodology for Determining Capital Costs 
Amtrak makes substantial capital investments in equipment (rolling stock) and other fixed assets needed to 
deliver passenger rail services. Under this policy, Amtrak will charge states for a share of these investments 
proportional to their use in state-supported services. Based on Section 209 requirements, the capital charge, or 
capital use charge^ will be allocated to each route; each sponsoring state is responsible for funding its capital 
charge. Amtrak will work with states to find federal and other sources of funds to assist with the capital charge. 

The capital charge will be forward looking and investment-based. Amtrak will assess an annual capital charge to 
each state for the following asset types: 

Equipment - existing and new Amtrak-owned; 

o For existing rolling stock, states will be charged a pro rata share, based on Units Used, of capital 
overhauls performed on the equipment classes they use to assure the assets remain FRA 
compliant and in a state of good repair 

c For rolling stock procured in the future by Amtrak, states will be charged a pro rata share of the 
purchase price, financing cost, and capital overhauls reflecting costs paid by Amtrak 

o Capital equipment charges will vary from year to year based on the life cycle maintenance plan 
associated with the equipment type. 

Other Amtrak fixed assets, including joint stations and Amtrak-owned rights of way; 

o This policy contains no formula-based fixed asset capital charge for Amtrak's other fixed assets 
such as stations and other facilities. Because of the unique nature of the fixed assets on each 
route, Amtrak and the states will develop an investment plan to maintain fixed assets in a state 
of good repair on a case-by-case basis during contract negotiation. States and Amtrak, as 
necessary, will be responsible for their pro rata share of any capital investments required on 
these Amtrak owned assets based on usage of these assets by state-supported and other users 
such as Amtrak long distance and/or commuter. 

o Amtrak will work with states to jointly identify and prioritize route-specific capital projects 

Other investments in assets not owned by Amtrak but required to maintain or enhance service. 

o Some routes make use of assets owned by third parties such as host railroads or state and local 
governments. States and Amtrak, as necessary, will be responsible for their pro rata share of 
any capital investments required on these non-Amtrak owned assets based on usage of these 
assets by state-supported and other users such as Amtrak long distance and/or commuter. 

" Depending on specific state needs, the charge for capital investment on a state corndor can be characterized as a capital charge, or a capital 
use charge For purposes of this document, the term 'capital charge" encompasses both characterizations 
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A complete description of capital cost categories is included in Appendix E. 

Amtrak will develop a defined five-year investment program in cooperation with each state that describes the 
capital investments to be made over the period and the payments expected from the states throughout the 
period to support the five-year capital program. The program will be adjusted as needed in each annual 
contract update. 

The five-year program would include detailed, verifiable program work elements to be accomplished by Amtrak 
in support of state services annually. In the case of investments/overhauls for equipment used in multiple 
routes, a sharing relationship will be negotiated at the beginning of each fiscal year based on the route's actual 
use of equipment as recorded by the APT system and adjusted for any changes in service expected in the 
upcoming year. 

Amtrak will use the best available data to provide the state with an estimate for its capital charge prior to 
signing an agreement for state supported service. At the end of the contract period, Amtrak will reconcile that 
estimate to the actual capital investment by that equipment type and a state's use of equipment, as previously 
determined in each state's annual contract. 

In cases where Amtrak spent less on capital programs than planned, Amtrak will apply a credit balance to future 
years' capital charges. In cases where Amtrak spent more on capital programs than planned, there will be no 
adjustment to the current year's charge but an adjustment will be made on the subsequent year's charge based 
on look forward investment strategies. 

Amtrak will include the capital charge as a component of each state's Annual Operating Support Agreement. 
This capital charge will equal each state's pro rata share ofthe overhaul work described above. States may pay 
this amount from operating or capital funds, depending on a state's individual financial policies and/or grant 
sources. 

The timing of the billing for capital charges will depend on the timing of the planned capital expenditures. The 
monthly cash flow for the equipment charge would be determined as part of the development of the Annual 
Operating Support Agreement. 

Attribution of Previous State Capital Investments on the Amtrak Network 
Some states have made capital contributions to Amtrak assets in association with their services. For Amtrak-
owned equipment, states will be credited for the net present value of past capital investments in Amtrak 
equipment at the time of Section 209 implementation. This will compensate States for investments they have 
made in pooled assets used by multiple routes. These past equipment investments by States will allow all routes 
using that equipment type to schedule future capital replacements at a later date than would have been the 
case without the prior state investment. Amtrak will work with states to calculate the value of past capital 
investments in a mutually agreeable way. 

For fixed assets, whether owned by Amtrak or other third parties, the capital charge is based on planned 
investments, not past depreciation, and represents the funding needed to make the agreed-upon investments 
to sustain existing service levels. As a result, any credit that reduces the capital charge would reduce the funds 
available for investment, create a funding gap, and prevent the needed investment. Therefore, credit towards 
future fixed asset capital charges cannot be given within the framework of the Section 209 policy for prior 
investments made by a state in Amtrak or third party assets. Notwithstanding the inability to fund a fixed asset 
credit, past State investments in Amtrak or other fixed assets should result in a longer service life for the asset. 
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and a resulting reduction and/or deferral inthe amount of future capital investments, as well as maintaining 
and/or improving a route's operating performance. 

Forecasts of Funding Requirements for State Supported Contracts 
Amtrak develops five-year revenue and cost forecasts as part of its annual business planning process. For each 
state-supported route, Amtrak will estimate projected costs for the contract period and share them with states. 
For existing services that are not changing in the forecast period, Amtrak will rely on historical APT data together 
with out-year cost forecasts provided by Amtrak to predict the results. In cases where service levels 
(frequencies, schedule changes, etc.) are changing, Amtrak will forecast revenue and expense changes using 
ridership, revenue, and cost estimation models which are directly related to the expected changes in service 
levels. 

State Corridor-Amtrak Contract Template 
Amtrak and the SWG developed a contract template for states and Amtrak to use as they work together to 
develop their contract for services. The contract template addresses the key issues that states and Amtrak must 
discuss and address in some fashion to develop their agreements for the contract period. The contract template 
can be customized to reflect state differences. Appendix F outlines the proposed contract template 

Transition from Prior Costing Methodologies 
Section 209 of PRIIA requires that the new methodology be fully implemented by October 16, 2013 - that date 
closely aligns with the beginning of Federal Fiscal Year (FFY) 2014 on October 1, 2013. States may transition to 
the Section 209 methodology at a mutually agreed upon time prior to October 1, 2013 provided this transition 
does not result in a reduction in net forecasted state payments to Amtrak compared to that State's prior 
methodology. Otherwise, all states will transition to the Section 209 methodology effective October 1, 2013. 

FRA staff met with the Amtrak and the SWG several times during the course of Section 209 methodology 
development. The FRA recognizes that the implementation ofthe new methodology will require increased 
financial support from states. FRA staff have committed to continuing their work with Amtrak and the states to 
develop a possible transition assistance plan to ease the impact of Section 209 on the affected states. The 
states, Amtrak and FRA recognize that any transition plan will need to ultimately be addressed by Congress. 
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Appendix A: Routes Affected by PRIIA Section 209 

Single-State'' 

Empire Service 

Lincoln Service (Chi-St 
LOUIS) 

Illini/Saluki 

Illinois Zephyr/Carl 
Sandburg 

Pacific Surfliner 

Capitols 

San Joaquins 

River Runner (KC-Sl 
LOUIS) 

Piedmont 

Multi-State (Non-NEC) 

Ethan Allen Express 

Maple Leaf 

Downeaster 

Hiawatha 

Wolvennes 

Heartland Flyer 

Cascades 

Adirondack 

Blue Water 

Hoosier Slate 

Pere Marquette 

NEC Base-increment 
(Single and Mult i-State)' 

Vermonter 

New Haven - Springfield 

Keystone Service 

Boston/New Haven-
Lynch burg 

Washington-Richmond 

Pennsylvanian 

Carolinian 

Route 

Mlles^ 

461 

284 

310 

258 

350 

168 

315 

283 

173 

241 

545 

116 

86 

304 

206 

467 

381 

319 

196 

176 

611 

63 

195 

173 

187 

353 

479 

State-
Supported 

FY10* 

-

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

-

Yes 

Yes 

-

Yes 

Yes 

Yes 

Yes 

-

Yes 

Yes 

-

Yes 

Yes 

Yes 

-

Yes 

System 

Trains 

Yes 

Partial 

-

-

Partial 

-

-

-

-

-

Yes 

-

-

Yes 

-

Partial 

-

-

Yes 

-

-

Yes 

Partial 

-

Partial 

Yes 

-

State-Supported per 
PRIIA Sec 209 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 1 

Yes 

Yes 

Yes 

Yes 

Yes 

Yes 

' For routes with multiple frequencies having different ongins and destinations, represents the longest rail trip possible on multiple trains 
' FY10 State support does not include capital payment, or in some cases, all trains on a route 
"̂  Routes with 95% or more route miles in one state are considered single state 
^ Excludes route miles on NEC 
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Appendix B: Relevant Legislation 

SEC. 209. STATE-SUPPORTED ROUTES. 

(a) IN GENERAL.—Within 2 years after the date of enactment of this Act, the Amtrak Board of Directors, 
in consultation with the Secretary, the governors of each relevant State, and the Mayor of the District of 
Columbia, or entities representing those officials, shall develop and implement a single, nationwide standardized 
methodology for establishing and allocating the operating and capital costs among the States and Amtrak 
associated with trains operated on each ofthe routes described in section 24102(5)(B) and (D) and section 
24702 tha t -

(1) ensures, within 5 years after the dateof enactment of this Act, equal treatment in the 
provision of like services of all States and groups of States (including the District of Columbia); and 

(2) allocates to each route the costs incurred only for the benefit of that route and a 
proportionate share, based upon factors that reasonably reflect relative use, of costs incurred for the 
common benefit of more than 1 route. 

(b) REVISIONS.—The Amtrak Board of Directors, in consultation with the Secretary, the governors of 
each relevant State, and the Mayor of the District of Columbia, or entities representing those officials, may 
revise or amend the methodology established under 
subsection (a) as necessary, consistent with the intent of this section, including revisions or modifications based 
on Amtrak's financial accounting system developed pursuant to section 203 of this division. 

(c) REVIEW.—If Amtrak and the States (including the District of Columbia) in which Amtrak operates 
such routes do not voluntarily adopt and implement the methodology developed under subsection (a) in 
allocating costs and determining compensation for 
the provision of service in accordance with the date established therein, the Surface Transportation Board shall 
determine the appropriate methodology required under subsection (a) for such services in accordance with the 
procedures and procedural schedule applicable to a proceeding under section 24904(c) of title 49, United States 
Code, and require the full implementation of this methodology with regards to the provision of such service 
within lyear 
after the Board's determination ofthe appropriate methodology. 

(d) USE OF CHAPTER 244 FUNDS.—Funds provided to a State under chapter 244 of title 49, United States 
Code, may be used, as provided in that chapter, to pay capital costs determined in accordance with this section. 

49 USC § 24102. Definitions 
(5) "national rail passenger transportation system" means -

(A) the segment ofthe continuous Northeast Corridor railroad line between Boston, Massachusetts, and 
Washington, District of Columbia; 
(B) rail corridors that have been designated by the Secretary ofTransportation as high-speed rail corridors (other 
than corridors described in subparagraph (A)), but only after regularly scheduled intercity service over a corridor 
has been established; 
(C) long-distance routes of more than 750 miles between endpoints operated by Amtrak as of the date of 
enactment ofthe PRIIA [October 16, 2008]; and 
(D) short-distance corridors, or routes of not more than 750 miles between endpoints, operated by~(i) Amtrak; 
or (ii) another rail carrier that receives funds under chapter 244. 
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49 USC §24702. Transportation requested by States, authorities, and other persons provides: 
(a) CONTRACTS FOR TRANSPORTATION. Amtrak may enter into a contract with a State, a regional or local 

authority, or another person for Amtrak to operate an intercity rail service or route not included in the 
national rail passenger transportation system upon such terms as the parties thereto may agree. 

49 USC § 24904. General authority 
(c) Compensation for Transportation Over Certain Rights of Way and Facilities. - (1) An agreement under 
subsection (a)(6) of this section shall provide for reasonable reimbursement of costs but may not cross-subsidize 
intercity rail passenger, commuter rail passenger, and rail freight transportation. 

(2) If the parties do not agree, the Interstate Commerce Commission shall order that the transportation continue 
over facilities acquired under the Regional Rail Reorganization Act of 
1973 (45 U.S.C. 701 et seq.) and the Railroad Revitalization and Regulatory Reform Act of 1976 (45 U.S.C. 801 et 
seq.) and shall determine compensation (without allowing cross-subsidization between commuter rail passenger 
and intercity rail passenger and rail freight transportation) for the transportation not later than 120 days after 
the dispute is submitted. The Commission shall assign to a rail carrier obtaining transportation under this 
subsection the costs Amtrak incurs only for the benefit ofthe carrier, plus a proportionate share of all other 
costs of providing transportation under this paragraph incurred for the common benefit of Amtrak and the 
carrier. The proportionate share shall be based on relative measures of volume of car operations, tonnage, or 
other factors that reasonably reflect the relative use of rail property covered by this subsection. 
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Appendix C: Definition of NEC Capital Charges, Where Applicable 

Normalized Replacement Capital Charge- Replacement of assets on a regular schedule designed to mitigate 
cyclical imbalances in renewal needs. Normalized replacement is the estimated annual capital investment 
requirements to maintain infrastructure in a state of good repair once it is in that condition. 

State of Good Repair (SOGR) Backlog Capital Charge—An asset or group of assets that have received inadequate 
maintenance over a long period oftime, or have not been replaced within standard life cycle. It may still be 
functioning as designed but face imminent heavy repair or replacement to overcome a "backlog" of regular 
maintenance which was not performed on schedule. For the Section 209 policy, SOGR Capital Charge will be 
calculated as incremental to the Normalized Replacement Capital Charge. 

Appendix D: Amtrak-Owned Right of Way Eligible for Synthetic Host Railroad Charge 

Amtrak-Owned Track Segment 

New Haven, CT-Springfield, MA 

Philadelphia, PA-Harrisburg, PA 

Porter, IN - Kalamazoo, Ml 

New York Penn Station - Spuyten 
Duyvil, NY 

Miles (Timetable) 

62 

104 

100 

10.7 

Routes Affected 

Springfield Shuttle 

Keystones, Pennsylvanian 

Blue Water, Wolverine 

Empire Service 
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Appendix E: Definition of Cost Categories Used in State-Supported Service 

version 201'• 0̂ ^ r i 
Major Cost 
Category Cost Category 
Third Party 
Costs 

Host Railroad 
Maintenance ot Way 

Host Rfiilmad 
Pcrformdncct IncHntivEih 

Fuei and Pon-er 

Payments to liost railroads for incremental costs, primdriiy 
maintenance of way associated \iVith passenger oper^atinns 

lncenti\e payments to host railroads tor meeting on-time and 
other performance largetb 

Diesel ftjel and <>|pctnc power used in trrtin opordtions 

FM_30/(Host RR) less incentives less Most RR fuel less 
Host RR MoE 

FM 307(Host RR) Schc*dijle Adherence riccounl 

FM_304(Fue I + FM_307rHobt RR) I jel account + 

Route Costs Tram & Engine (T&E) 
Crew Labor 

Saianes, wages benefits, and FELA for employees 
prouding se'vicus to' tram operations Includes engineurs, 
conductors, assistant conductors, and related extra boards 

FM_302_1(T&E Crew) 

Car & Locomotive 
Maintenance and 
Turnaround 

Turnaround ser^Ace consists of cleanmg. inspection, and 
minor repdirb before or after revenue bor\Ace Also contains 
scheduled running maintenance and bad order repairs 
Excludes capitalized maintenance and overtiaul 

FM_20HMoE Turna'oundj * FM 202(MoE Loco MamI) + 
FM 203(MoE Car Maint) + FM_205(Moe Multiple, direct 
fijnotions only) . FM_307(Host RR MoE account only) 

OBS Crew & 
Provisions 

Sdlanes wages and benefits for employees providing On 
Board Servces in Cafe, Lounge, and Dming Cars, inc jding 
related extra bo^irds Also inrludas provibions loddud on 
tram tor sale 

FM 301_1iOBS Crew) + FM_301_2iOBS Suppies) 

Ro.jte Advertising Saes & marketing expenses in support o fa specific ro.ite, 
budgeted and -^corded separate from other sa es & 
martcetmg expense 

Specific cnst cenle'-s in FM_403iMarketing) 

Sales Distnoution Saies and distnbution operations, including de\elopniGnt of 
new ticketing and on-board systems 

FM 401iSales (and Distnbution) less Commission accounts 

Reservations & Call 
Centers 

Reser\ation sales call centers tor gene,'̂ al public and travel 
agencies, and supporting intormation systems 

FM_402(lnformation & Reser^ftitions) 

Stations - Route Stations serung a single roj te Depending on location, may 
include ticketing baggage and express, stationmaster and 
ushers, station cleaning and maintenance, training and 
sjpervsion 

FM SOI^Siatinns - Roule) 

Stations - Sfiared Stations serx^ng multip e routes In addition to route station 
se^^ces, shared stalions may mcl.ide Red Cap and porter 
services 

FM_502(Stations - Shared^ 

Commissions Commission expense from credit cards, travel agencies, 
air ine system access fees and sales by other carners as 
app'icable 

Commission accounts in multiple fami les fc>r credit card sa-es 
travel agents and intcline commission expense 

Customer Concession 
(Psgr Inconv) 

Payments to passengers for tood & lodging as a result of 
delays Generally includes jnsched.jled/ emergency motor 
coaches 

Passenger inronvenience account in FM_G_A<General & 
Administrative] 

Connecting Moto^ 
Coach 

Scheduled connecting motor coach services FM_30&{Tram Movement) Connecting Motor Coach account 

Regional/Local Police Loca and regional police patnolling duties in support of 
Amtrak trains, facilities and nghts of way 

FM_901_2(Police - Regionai/Local) 

Block & Tower 
Ope^^ations 

Crews who operate staffied towers a ong specific nghts of 
way 

Specific cost centers in FM_ 306(Train Mowpment) 

Terminal Yard 
Operations 

Crews who mow train equipment at larger temiinals before 
and after revenue serN^ce 

FM_303_2(Yard -T'-<i\n & Etiuipmont Moves) f 
FM 303 4(Yard - Termina Rent/Ya'd Services) 

Terminal MoW MoW expense at large Amtrak termina s, as applicab e Specific cost centers in FM_MOW{Maintenance of Way) 
Self and purchased insurance tor passenger tram operations Allocated insurance expense in FM_G_A(General & 

Admmist-'ative) 

Division-specific and system overhead rates for T&E 
superMsion and management Includes 'oad foremen, 
supenndendents, crew bases crew dispatching, local and 
national operatmg rule compliance and other si ippot 
Excludes national tram dispatching 

Division Division Rate System Rate Total 
Central 
Mid-Atlantic 
Mid-AtlantiC''Southem 
New England 
New York 
Pacific 
Southem 
Southwesi 

13 50% 
18 400 a 
20 20% 
16 50% 
24 3001 

19 50% 
20 60*-i. 
16 30". 

12 90% 
12 90% 
12 90% 
12 90% 
12 90'«. 
12 90% 
12 90% 
12 90% 

26 40% 
31 30% 
33 10% 
29 40% 
37 20% 
32 40% 
33 GO'̂ o 
29 20"-o 

Total rate to be applied to T&E Crew Labo-" 
Maintenance of shops and equipment to support direct 
Mechanical activities Excludes Backshops and F'eet 
Engineenng 

27 10^0 of Route Cosl Car & Locomotivu Maintenance 
Turnaround 

and 

OBS OBS and commissary management and supervsion 10 00^0 of OBS Crew & Provisions 
Police National police operations and supfxirt $0 0050 per passenger mile 
Marketmg National marketing programs, including national advertising, 

loyalty marketing, timetaPles, personnel in support of Route 
Adwrtising, shows exhioits & s[jecial e\«nts and other 

Region Rate 
Base-increment routes on NEC 
Routes with one te''minal in Chicago 
Al other 'outes 
Rate to oo applied to Tola Rewnue 

2 80% 
2 80% 
1 90% 

General & 
Administrative 

Change tor General & Administrative support including 
Computer Systems. Fmance, Legal, and other 

2 00% of Route Costs 

Reven.je 
Credit 

Ticket revenue, net Tic ket •'e\«!n.je from ;-tassengers Where applicable mc udes 
through revenue adjustments descnbed elsewfiere in policy 

As reported by APT Vi/ilh adjustments for through re\enje 
descnt>cd else^v-here in policy 

Focxd & Beverage 
Revenue 
Other Revenue 

On-board focxj & beverage sales Whe^B applicable, pro-
raied with supply expense across multiple legs 

As ,'eponed by AP r pro-rated with supply expense across 
multiple legs 

Miscellaneous re\cnue as allocated by APT As reported by APT 
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Appendix E: Definition of Cost Categories Used in State-Supported Service - Capital 

version 2011-06-01 

Major Cost 
Category 

Equipment 

Other 
Amtrak Fixed 
Assets 

Other non-
Amtrak Fixed 
Assets 

Cost Category 

Passenger 
service 
equipment 

Other 
mechanical 
expense 

Amtrak-
owned fixed 
Assets used in 
State Services 

Non-Amtrak-
owned fixed 
assets used in 
State services 

Definition 

Capital overhauls for Amtrak-
owned equipment in service on 
state-supported routes, including 
locomotives, cab cars, coaches. 
and food service cars. States will 
be charged for the periodic capital 
overhauls of equipment in a 
period based on their 
proportionate use of that 
equipment in that period 

Wreck repair, facility 
improvements, equipment 
engineering and design, general 
safety & reliability, mechanical IT 
projects 

Includes assets such as Amtrak-
owned rights of way, large 
terminals, stations, and other 

Includes assets used in State 
services owned by third parties 
such as host railroads or state and 
local governments, such as rights 
of way, stations, and other 

Formula 

Capital overhaul expense: by equipment 
type, from Amtrak's capital accounting 
systems. Equipment usage statistics: 
from the Amtrak Performance Tracking 
system. Amtrak will provide States with 
an estimate of planned overhaul work at 
the beginning of a contract period and 
will reconcile the planned usage to actual 
work performed and actual equipment 
used in a State's service 

Not charged to States 

To be handled on a case-by-case basis 
between Amtrak and State partners 

To be handled on a case-by-case basis 
between Amtrak and State partners 
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Appendix F: State-Amtrak Contract Template 

Contract Outline 

Effective Date: Contracts aligned to match each Agency's fiscal year 

Parties: State Intercity Passenger Rail (IPR) Agency and Amtrak 

Recitals/Boilerplate: 

Section 1: Services to be Provided (multiple state funded services can be co-mingled under one agreement): 

• Description of Amtrak Services and Service Standards {unique to each State} 

• Train Schedule and Route Description {Train Service Schedules (including Connecting Bus Service, if 
applicable) detailed in appendix} 

Service Standards (see appendices) [Optional and specific to each State IPR Agency] 

• Monitor the fiscal performance of the service/quarterly meetings (budget vs. actual) 

Section 2: Decisions Affecting Service: 

Include Agency in discussions with railroads or appropriate regional rail authorities regarding schedule 
changes which impact service. 

Apprise Agency of any bargaining provisions that may impact service 

Section 3: Amount of Reimbursement by the State IPR Agencv: 

Agency's total financial obligation to Amtrak for the stated contract term shall be defined in terms of the 
following elements as part ofthe Section 209 Policy: 

- Service Fee—including Route Costs and Additives (including General & Administrative costs) 

- Third Party Costs—including fuel, host railroad access fees and incentive performance payments. 

Other Special Cost Items as agreed upon between Amtrak and the Agency 

Passenger Related Revenue—including ticket revenues, food and beverage revenues and other 
allocated revenues. These revenues are offsets from the above cost categories 

Agency payment is the sum of the Service Fee, Third Party Costs, Other Special Costs Items with a 
credit for Passenger Related Revenue 

Forecasting financial elements always entails some risk as costs and/or revenues may vary from the 
forecasts. Amtrak and the Agency will determine the procedure for handling variances from forecasts 
during contract negotiations and, in particular, which party takes the risk for variances for each cost 
category. Options for managing and assigning variance risk are noted below: 

Service Fee. Amtrak will make forecasts for the Service Fee. The assignment of variance risk will be 
subject to negotiation among the parties. 

- Third Party Costs. By definition, these costs are passed through Amtrak directly to the Agency. While 
Amtrak will make forecasts for these costs, the Agency will reimburse Amtrak for the actual amount 
of these costs whether they are lower than or higher than the Amtrak estimates 
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Other Special Cost Items. These cost items will be negotiated between Amtrak and the Agency with 
the management ofthe variance between forecast and actual expenses governed in accordance 
with the particular arrangement between the parties 

Passenger Related Revenue. Amtrak will make forecasts for these items and the assignment of 
variance risk will be subject to negotiation among the parties. 

Section 4: Manner of Reimbursement: 

Agency will pay Amtrak in accordance with the monthly payment schedule provided service operates at 
a deficit (see appendices) 

• Invoices shall be rendered not less than forty-five (45) days prior to the due date. 

Force majeure 

Monthly Reconciliation Statements to State IPR Agency 

Remedies in the event that Amtrak fails to perform the services as required by this Agreement or 
Amtrak fails to provide revenue credits or carryover excess contract revenues 

Remedies in the event the State IPR fails to provide payment to Amtrak 

Section 5: Defense of Claims {may vary due to scope of work} 

Section 6: Inspection and Audit: 

Agency has the right to inspect the rail passenger and bus feeder services, facilities and equipment 
provided for service subject to adequate notice 

Amtrak shall provide the number of passengers carried and passenger miles operated for each train as 
well as other service-related reports as agreed-to by Amtrak and the Agency. Such data shall be 
computed and furnished on a monthly basis as described in the appendices (varies by State). 

Section 7: Dispute Resolution {May vary) 

Section 8: Force Majeure 

The obligations of Amtrak hereunder shall be subject to force majeure. 

Section 9: Termination 

Section 10: Notices 

Section 11: Agreement Content 

Section 12: Construction {May vary by State) 

Section 13: Severability 

Section 14: Compliance with Collective Bargaining Agreements 

The State acknowledges the existence of collective bargaining agreements between Amtrak and certain 
labor organizations representing certain of Amtrak's employees, and agrees that Amtrak will provide the 
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Service in a manner consistent with its obligations and rights under such agreements, as they may exist 
from time to time. 

Section 15: State-Required Provisions (unique to each State): 

Appropriation of Funds 

• Non-Discrimination 

Fair Employment Practices 

Contractor Integrity 

Signature Blocks 

Appendices: (contents and number of appendices will vary by State): 

National Section 209 Policy 

Train Service Schedules (and Connecting Bus Service, if applicable) 

Budget 

Payment Schedule 

Examples of Services and Performance Standards {OPTIONAL} 

Provision of Equipment—Availability and Condition 

Equipment Maintenance Standards 

Reliability of Service—On Time Performance 

Maintenance of Stations 

Crew Performance, Supervision and Standards 

Food Service 

Reservations/Call Center 

Marketing Support 

- Other Services 
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A A A T R ^ V K 

September 1.2011 

The Honorable lidinund (Icrald Brown. Jr. 
Governor of California 
State Capitol 
Sacramento. CA 95814 

Dear (lovernor Brown: 

This letter server to oftleially transmit the pioposed cosl sharing methodology and aecompanying policy 
developed by Aintrak and the Seetion 209 State Working Group (SWG) a.s required under Section 209 of 
the Passenger Rail Investment and Improvement Act of2008 (PRII.A. Public Law 110-432. Division B). 
Section 209 of PRIIA requires that the Amtrak Board of Directors and relevant States collaboratively 
develop a common methodology for establishing and allocating operatmg and capital costs between the 
parlies for all inlercily passenger train services operated by Amtrak on routes less than 750 miles outside 
the Boston-Washington Norlhea.sl Corridor, known herein as "Seclion 209 seivices". In your Slalc. the 
Section 209 services include the Capitol Corridor. Pacific Surfliner, and the San Joaqiiim .Amtrak 
corndor routes, as we identified in our l-ebruary 4. 2011 letter lo Cindy McKim. Director, California 
Department ofTransportation. 

The proposed methodology, captured in the attached Section 209 policy, has been cooperatively 
developed between .Amtrak and the Slates over the past year and a half fhrough the SWG. comprised of 
representatives from California. Maine. North Carolina. Virginia, and Wisconsin appointed by the 
American Associalion of State Highway and Transportation Officials" Standing Committee on Rail 
Transportalion (SCORT) and the Stales for Passenger Rail Coalition (SPRC). Amtiak and the Slates have 
worked hard lo create a common and transparent cosl sharing methodology which will apply lo all routes 
equally, ensuring that all Stales are compensating Amlrak in a like manner for like seivices. fhrough 
national, regional, and individual meetings wilh all impacted Slates, plus extensive outreach elTorts 
undertaken by the SWG. we have sought to fully engage all States in the development oflhis policy and 
have provided opportunities for your Slalc lo provide comments, feedback and improvements throughout 
the development process. Vlo.st recently, your rail agency staffs were provided this policy in drait form 
for comment on June 23, 2011 and in final draft form on .August 12. 2011. 

Wc are now asking for your concurrence vvith this policy. Concurrence wilh this policy does not obligate 
your Slalc to a specific future funding amouni or level of service. 1 lowever. concurrence docs indicate 
your acceptance oflhe methodology and policy as the ruling basis for any contraci wilh Amlrak for 
Section 209 services, with the understanding that such policy will govern .Amtrak's pricing for such 
services beginning on October 1. 2013. Between now and then. .Amlrak will conlinuc to work with your 
State's rail .staff to develop specific service alternatives and agreements for routes in your State that are 
affected by Section 209. 
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A I M T R A K 

The Ihmonihlc EilmiimlGerolilBrown 

I'm- -
Scpicmhcr 1.21111 

Amtrak and the SWG's priority has been to develop a policy in a collaborative way. since failure to reach 
voluntary agieement between Amlrak and the relevani Slates on this policy will trigger the piovisions of 
Subsection 209(e) which require that the U.S. Surface fransportation Board (SfB) determine the 
appropriate methodology and require ils full implementation by the parties within one year of the STB's 
decision. Once the policy voluntarily adopted by the parties or imposed by the STB has taken etTect, 
Amlrak will only continue to operate Section 209 .services that are govemed by funding agreemenls with 
States that are consistent with the policy. 

While the original statutory deadline lo reach agreement on the policy of October 16. 2010 was nol met, 
e.xtension agreemenls between Amlrak. SCORT, and SPRC afforded us the opportunity to continue lo 
develop the sound policy structure proposed in this transmittal. These agreements to extend negotiations 
expired on June 16. 2011 and the parties are now free to petition the SIB to determine the methodology. 
It remains our hope that wc will reach voluntary concurrence on this policy and avoid turning to ihc STB 
for resolution oflhis important matter. 

To that end, we request your concurrence wilh the policy by you or your designee signing this leller and 
returning it to the above address by September 30. 2011. Upon receipt of your reply and olher states, we 
will transmit the results to the SfB. 

We look forward lo the swil\ conclusion oflhis important process. .Amtrak deeply appreciates your 
support of intercity passenger rail service and the contributions made by your State in developing this 
policy. Wc, and the States wilh which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges for some Stales, especially given the current economic 
climate, bul are confident that it represents a thoughtful and fair approach that responds to the 
requirements ofthe law. Our partnership with your Stale is of vital importance to Amlrak and we will 
endeavor lo work collaboratively with you on the successful implementation oflhis policy, or such other 
policy as may be ordered by the SfB. and strive towards the continuation and improvement of all of 
today's Amlrak Seclion 209 services. 

Sincerely. 

fhomas C. Carper 

Cliairman. .4i)itraii Board of Directors 

ACCFPTED AND AGREF.D 

Dale: 

By: 

Title: 
Governor or Governor's Desinnce 

cc: William D. Bronte, Chief Division of Rail. California Department of Tran.sportation 
Bob Franklin, Chair, CCJPA 
Joseph 11. Boardman, President and CFO, Amtrak 
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A A A T R A K 

September 1,2011 

The Honorable Dan Malloy 
Governor of Connecticut 
210 Capilol Avenue 
Hartford. CT 06106 

Dear Governor .Vlalloy: 

'fhis leller serves lo officially transmit the propo.scd cosl sharing methodology and accompanying policy 
developed by Amtrak and the Section 209 Stale Working Group (SWG) as required under Seclion 209 of 
the Passenger Rail Investmenl and Improvement Acl of 2008 (PRIIA. Public Lavs 110-432. Division B). 
Section 209 of PRIIA requires that the Amlrak Board of Directors and relevant Stales collaboratively 
develop a common methodology for establishing and allocating operaling and capilal costs between the 
parties for all intercity passenger train services operated by Amtrak on routes less than 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "'Section 209 services". In your State, the 
Seclion 209 scivice includes the New Haven-Springfield line Amlrak corridor route, as we identified in 
our l-cbruary 4. 2011 letter lo Jeffrey Parker. Interim Commissioner. Connecticut Depaitment of 
fransportation. 

The pioposed methodology, captured in the attached Seclion 209 policy, has been cooperatively 
developed between Amlrak and the States over the past year and a half Through the SWG. comprised of 
representatives from California, Maine. North Carolina, Virginia, and Wisconsin appointed by the 
American Association of Slate Highway and Transporiation Officials' Standing Committee on Rail 
Transportation (SCORT) and the States for Pas.senger Rail Coalition (SPRC). Amtrak and the States have 
worked hard to create a common and transparent cost sharing methodology which will apply to all routes 
equally, ensuring that all Stales are compensating .Amlrak in a like manner for like .services, fhrough 
national, regional, and individual meetings wilh all impacted Slates, plus extensive ouircach efforts 
undertaken by the SWG, we have sought lo fully engage all States in the development oflhis policy and 
have provided opportunities for your Stale lo provide comments, feedback and improvements throughout 
the development process. Mosl recently, your rail agency stafl'was provided this policy in dral\ form for 
comment on June 23. 2011 and in final draft form on August 12, 2011. 

Wc are now asking for your concurrence with this policy. Concurrence with this policy does not obligate 
your Slate to a specific future funding amouni or level of service. However, concuiTcnce does indicate 
your acceptance oflhe methodology and policy as the ruling basis for any contract with .Amtrak for 
Seclion 209 services, wilh the understanding that such policy will govern .Amtrak's pricing for such 
services beginning on October 1. 2013. Between novv and then. Amtrak will continue to work wilh your 
State's rail staff to develop .specific service alternatives and agreements for routes in your Stale that are 
affected by Seclion 209. 
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A A A T R A K 

The Iloiiiiruhh' Dan Miilhn 
Pufic : 
Si'pu-mhcr I 21111 

Amlrak and the SWCJ'S priority has been lo develop a policy in a collaborative way. since failure to reach 
voluntary agreement between Amlrak and the relevant Slates on this policy will trigger the provisions of 
Subsection 209(c) which require that the U.S. Surface fransportation Board (SfB) determine the 
appropriate methodology and require its full implementation by the parties within one year ofthe STB's 
decision. Once the policy voluntarily adopted by lhe parties or impo.sed by the SIB has taken effect. 
.Amtrak will only continue to operate Section 209 services thai are governed by funding agreemenls wilh 
Stales that are consistent wilh the policy. 

While the original statuiory deadline to reach agieement on the policy of October 16. 2010 was not met. 
extension agreements belween Amlrak. SCORT, and SPRC afforded us the opportunity lo continue to 
develop the sound policy structure proposed in this transmittal. These agreemenls lo extend negotiations 
expired on June 16, 2011 and lhe parties are now free to petition lhe STB lo determine the methodology. 
It remains our hope that we will reach voluntary concurrence on this policy and avoid turning lo the STB 
for resolution oflhis important matter. 

fo that end. we request your coneuirence with the policy by you or your designee signing this letter and 
reluming it to the above address by September 30, 2011. Upon receipt of your reply and olher states, wc 
will transmit the results lo the STB. 

We look forward lo the swift conclusion oflhis important process. Amtrak deeply appreciates your 
support of intercity passenger rail service and the conlribulions made by your State in developing this 
policy. Wc. and the States with which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges for some States, especially given the curreni economic 
climate, but are confident that il represents a thoughtful and fair approach that responds to the 
requirements oflhe law. Our partnership with your Slalc is of vital importance lo Amlrak and we will 
endeavor lo work collaboratively with you on the successful implementation oflhis policy, or such olher 
policy as may be ordered by the SfB. and strive towards lhe continuation and improvement of all of 
today's .Amtrak Section 209 .services. 

Sincerelv. 

•fhomas C. Carper 
Chairman. Amtrak Board of Directors 

ACCLPTCD AND AGRELD 

Date: 

By: 

Title: 
Govemor or Governor's Dcsiuncc 

cc: James P. Redeker. Acting Commissioner. Connecticut Department of fransportation 
Eugene Colonese, Public Transit Administrator. Connecticut Department ofTransportation 
Joseph H. Boardman, President and CLO. .Amlrak 
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A A A T R A K 

September 1.2011 

The Honorable Pal Q u i " " 
Governor of Illinois 
State Capitol 
207 Slalehou.se 
Springfield. IL 62706 

Dear Govemor Quinn: 

This letter serves to ofiicially transmit the proposed cost sharing incthodology and accompanying policy 
developed by Aintrak and the Section 209 Stale Working Group (SWG) as required under Seetion 209 of 
the Passenger Rail Investment and Improvement .Act of 2008 (PRII.A. Public Law 110-432. Division B). 
Seclion 209 of PRII.A requires that the Amtrak Board of Directors and relevant Slates collaboratively 
develop a common methodology for establishing and allocating operaling and capital costs belween the 
parties for all intercity passenger train sei-\-ices operated by Amlrak on routes less than 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "Section 209 services". In your Slate, the 
Section 209 services include the Lincoln Service, I l l iniSal i ik i , and lhe Illinois '/.cpinr.'Carl Sandlmrg 
Amlrak corridor routes, as we identified in our February 4. 2011 letter to Gary Hannig. Secretary. Illinois 
Department of'fransportation. 

The proposed incthodology, captured in the attached Section 209 policy, has been cooperatively 
developed belween Amlrak and the States over lhe past year and a half Through the SWG. comprised of 
representatives from California. Maine. North Carolina. Virginia, and Wi.sconsin appointed by the 
American Associalion of Stale Highway and Transportalion Officials' Standing Committee on Rail 
fransportation (SCORT) and the Slates for Passenger Rail Coalition (SPRC). .Amlrak and the Slates have 
worked hard to create a common and transparent cost sharing methodology which wil l apply to all routes 
equally, ensuring that all Slates arc compensating Amtrak in a like manner for like services. Through 
national, regional, and individual meetings with all impacted States, plus extensive outreach efforts 
undertaken by the SWG. we have sought to fully engage all States in the development of this policy and 
have provided opportunities for your Stale to provide comments, feedback and improvements throughout 
the development process. .Vtost recently, your rail agency staff was provided this policy in draft form for 
comment on June 23. 2011 and in final draft form on August 12. 2011. 

Wc are now asking for your concurrence with this policy. Concurrence with this policy does nol obligate 
your State to a specific future funding amount or level of .service. However, concurrence does indicale 
your acceptance of lhe methodology and policy as the ruling basis for any contract wilh .Amtrak for 
Section 209 services, wilh the understanding that such policy wil l govern .Amtrak's pricing for such 
services beginning on October 1. 2013. Between now and then. Amlrak wi l l continue lo work with your 
State's rail staff to develop specific .service altematives and agreements for routes in your Slate that are 
affecled bv Seeiion 209. 
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.Amtrak and the SWG's priority has been to develop a policy in a collaborative way. since failure lo reach 
voluntary agreement between .Amlrak and the relevant Slates on this policy wil l trigger the provisions of 
Subsection 209(c) which require that the U.S. Surface Transportation Board (S'TB) determine the 
appropriate methodology and require its full implemenlalion by the parties within one year of the S'IB's 
decision. Once the policy voluntarily adopted by the parties or imposed by the S'TB has taken effect. 
Aintrak wil l only continue lo operate Seclion 209 sei-viees thai are govemed by funding agreements with 
Slates that are consislenl with the policy. 

While the original statutory deadline to reach agreement on the policy o f October 16. 2010 was not mel. 
extension agreements between .Amtrak, SCOR T, and SPRC afforded us the opportunity lo conlinuc lo 
develop ihc sound policy structure proposed in this transmillal. These agreements to extend negotiations 
expired on June 16, 2011 and the parties arc now free lo petilion the S'TB to determine the methodology. 
It remains our hope that we wil l reach voluntary concurrence on this policy and avoid turning lo the STB 
for resolution of lhis important matter. 

fo that end. we request your concurrence wilh the policy by you or your designee signing this letter and 
returning it to the above address by September 30, 2011. Upon receipt of your reply and other stales, we 
wil l transmit the results lo the S'TB. 

Wc look forward to the swift conclusion of lhis imporlanl process. -Amlrak deeply appreciates your 
support of intercity passenger rail service and the contributions made by your Stale in developing this 
policy. We, and the States vvith which this propo.sed policy was developed, recognize that iinplemenling 
this policy may present significant challenges for some Stales, especially given the current economic 
climate, but are confident that i l represents a thoughtful and fair appioach that responds to the 
requirements of lhe law. Our partnership with your Stale is of vital importance to Aintrak and we wil l 
endeavor lo work collaboratively with you on the successful implementation of lhis policy, or such olher 
policy as may be ordered by the STB. and strive towards the continuation and improvement of all of 
today's .Amtrak Seclion 209 services. 

Sincerelv, 

Thomas C. Carper 
Chairman, .imirak Board o f Directors 

ACCEPTED AND AGREED 

Date: 

B y 

Title 
(lovemor or (jovernor's Designee 

cc: Ann L. Schneider. Acting Secretary, Illinois Department ofTransportation 
Joseph Shacter. Director, Division of Public and Intermodal Transportation 
George Weber. Deputy Chief Bureau of Railroads, Illinois Department ofTransportation 
Joseph H. Boardman, President and CLO, Amtrak 
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September 1,2011 

fhe Honorable Mitch Daniels 
Govemor o f Indiana 
Stale House 
Room 206 
Indianapolis. IN 46204-2797 

Dear Governor Daniels: 

This lelter serves to officially transmit the piopo.sed cost sharing incthodology and accompanying policy 
developed by Aintrak and the Section 209 State Working Group (SWG) as required under Section 209 of 
the Pas.senger Rail Investment and Improvement .Act of 2008 (PRII.A. Public Law 110-432. Division B). 
Section 209 of PRIIA requires that the Amtrak Board of Directors and relevant Slates collaboratively 
develop a common methodology for establishing and allocating operating and capital costs belween the 
parties for all intercity pas.scngcr train services operated by .Amlrak on routes less lhan 750 miles outside 
the Boston-Washington Norlhea.st Corridor, known herein as "Section 209 services". In your State, the 
Section 209 services include the Hoosier State, and poriions ofthe Blue Waler. I'crc Marijuette. and the 
Wolverines .Amtrak corridor routes, as we identified in our Februaiy 4, 2011 lelter to Michael B. Cline, 
Commissioner. Indiana Department of Transportalion. 

'The proposed methodology, captured in the aitached Section 209 policy, has been cooperatively 
developed between Amtrak and the States over the past year and a half Through the SWCJ. comprised of 
representatives from Califomia, Maine. North Carolina, Virginia, and Wisconsin appointed by the 
American A.s.socialion of State Highway and Transportation Officials' Standing Committee on Rail 
Transporiation (SCORT) and the Slates for Passenger Rail Coalition (SPRC), Amtrak and the Slates have 
worked hard lo create a common and transparent cost sharing methodology which wil l apply to all routes 
equally, ensuring that all States are compensating Amlrak in a like manner i'or like services. 'Through 
national, regional, and individual meetings with all impacted Slates, plus extensive outreach efforts 
undertaken by the SWG, we have sought lo fully engage all States in the development of this policy and 
have provided opportunities for your Stale to provide comments, feedback and improvements throughout 
the development process. Most recently, your rail agency slafTwas provided this policy in draft form for 
eoinmenl on June 23. 2011 and in final drafi form on .August 12. 2011. 

We are now asking for your concurrence wilh this policy. Concurrence with this policy does nol obligate 
your State to a specific future funding amount or level of service. 1 lowever, concurrence does indicate 
your acceptance ofthe incthodology and policy as the ruling basis for any contract wilh Amtrak for 
Seetion 209 services, with the understanding that such policy wil l govem Amlrak's pricing for such 
services beginning on October 1, 2013. Between now and then. .Amtrak wi l l continue lo work wilh your 
Stale's rail staff to develop specific service altematives and agreements for routes in your State that arc 
affected bv Section 209. 
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.Amlrak and the SWCJ'S priority has been to develop a policy in a collaborative way, since failure lo reach 
voluntary agreement belween Amlrak and the relevant Stales on this policy will trigger the provisions of 
Subsection 209(c) which require that the U.S. Surface 'Transportation Board (S'TB) determine the 
appropnate methodology and require ils full implementation by the parties within one year of the S'fB's 
decision. Once the policy voluntarily adopted by the parties or imposed by the S'TB has taken effect. 
•Amtrak will only continue lo operate Seclion 209 services thai are governed by funding agreements with 
Stales that are consistent wilh the policy. 

While the original statutory deadline to reach agreement on the policy of Oeiober 16. 2010 was not mel. 
extension agreements belween .Amlrak. SCOR'f. and SPRC atTorded us the opportunity lo continue lo 
develop the .sound policy structure proposed in this transmittal. These agreemenls to extend negotiations 
expired on June 16, 2011 and the parties are novv free lo pelition the STB to determine the methodology. 
It remains our hope that we will reach voluntary concurrence on this policy and avoid turning to the STB 
for resolution oflhis important matter. 

To thai end. wc request your concurrence wilh the policy by you or your designee signing this letter and 
retuming it lo the above address by September 30. 2011. Upon receipt of your reply and olher stales, we 
will transmit the results lo the S'TB. 

We look foiward lo the swift conclusion oflhis important process. Aintrak deeply appreciates your 
support of intercity passenger rail seivice and the conlribulions made by your Slalc in developing this 
policy. We. and the Stales wilh which this proposed policy was developed, rccogni/e that implementing 
this policy may present significant challenges for some Slates, especially given the curreni economic 
climate, bul are confident that il represents a thoughtful and fair approach that responds to the 
requirements oflhe law. Our partnership with your Slate is of vilal importance lo .Amlrak and we will 
endeavor to work collaboratively wilh you on the successful implemenlalion oflhis policy, or such olher 
policy as may be ordered by the S'fB. and strive towards the continuation and improvement of all of 
today's .Amtrak Section 209 .senices. 

Sincerelv, 

% 
Thomas C. Carper 

Chairman. .Amtrak Board of Directors 

.ACCEPTED AND .AGREED 

Dale: 

By: 

Title: 
Governor or Governor's Desmnee 

cc: Vlichael B. Cline, Commissioner, Indiana Department of Tran.sportalion 
Keith Bucklcw, Director, Multi-Vlodal Planning and Progiams, Indiana DOT 
Joseph H. Boardman, Presideni and CLO. .Amtrak 
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September 1.2011 

The Honorable Paul LePage 
Governor of .Vlaine 
ffl Slate House Slalion 
Augusta, VIE 04333 

Dear Governor LcPage: 

'This letter serves to officially transmit lhe proposed cost sharing mclhodology and accompanying policy 
developed by .Amtrak and the Section 209 State Working Group (SWG) as required under Section 209 of 
the Pas.sengcr Rail Investment and Improvemcnl Acl of 2008 (PRIIA, Public Law 110-432, Division B). 
Section 209 of PRIIA requires that the Aintrak Board of Directors and relevant States collaboratively 
develop a common incthodology for establishing and allocating opeiating and capital cosls between the 
parties for all intercity passenger train services operated by Amlrak on routes less than 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "Seclion 209 services". In your State, the 
Seclion 209 service includes the Downeaster .Amtrak corridor route, as we identified in our Tebruary 4. 
2011 letter lo Martin Eisenslein. Chairman ofthe NMiPRA Board, and David Bernhardt. Comissioner. 
Maine Department ofTransportation. 

'The proposed methodology, captured in the attached Section 209 policy, has been cooperatively 
developed between Amlrak and the Slates over the past year and a half Through the SWG. comprised of 
representatives from California. Maine. Norlh Carolina, Virginia, and Wisconsin appointed by the 
American Association of State Highway and 'Transportation Officials' Standing Commillee on Rail 
Transportalion (SCOR'f) and the States for Passenger Rail Coalition (SPRC). Amtrak and the Stales have 
worked hard to create a common and transparent cosl sharing methodology which wil l apply lo all routes 
equally, ensunng that all Stales are compensating Amlrak in a like manner for like services. Through 
national, regional, and individual meetings wilh all impacted Slates, plus extensive outreach efforts 
undertaken by the SWG, we have .sought lo fully engage all Slates in the developmeni of lh is policy and 
have provided opportunities for your Slate to provide comments, feedback and improvements throughoul 
the development process. Most recently, your rail agency statTwas provided this policy in draft form for 
comment on June 23. 2011 and in final draft form on August 12, 2011. 

We are now asking for your concuiTcncc wilh this policy. Concurrence with this policy does not obligate 
your State lo a specific future funding amount or level of service However, concurrence does indicate 
your acceptance of lhe methodology and policy as the ruling basis for any contract wilh .Amlrak for 
Section 209 services, with the understanding ihal such policy wi l l govern Amlrak's pricing for such 
services beginning on October 1. 2013. Between now and then, Amlrak wi l l continue lo work wilh your 
State's rail statTto develop specific .service alternatives and agrccmenls for routes in your Stale that are 
affected by Section 209. 
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•Amtrak and the SWG's priority has been to develop a policy in a collaborative way, since failure lo reach 
voluniaiy agreement between Amlrak and the relevant States on this policy wil l trigger the provisions of 
Sub.section 209(c) which require that the U.S. Surface 'fransportation Board (S'fB) detennine the 
appropriate methodology and require ils full implementation by the parties wilhin one year of lhe S'fB's 
decision. Once lhe policy volunlarily adoplcd by the parties or imposed by the STB has taken cITccl. 
Amlrak wil l only conlinuc lo operaic Seeiion 209 services that are govemed by funding agreements with 
States that are consistent vvith the policy. 

While the original statutory deadline lo reach agreement on the policy of October 16. 2010 was not met. 
extension agreements beivveen Amlrak, SCOR'T, and SPRC afforded us the opportunity to continue lo 
develop the sound policy structure proposed in this transmittal, fhese agreements to extend negotiations 
expired on June 16. 2011 and the parties are now free to petilion the S'TB to delermine the methodology. 
It remains our hope that we wil l reach voluntary concurrence on this policy and avoid turning to the S'TB 
for resolution of lhis important matter. 

To that end, we request your concurrence with the policy by you or your designee signing this letter and 
returning it to the above address by September 30, 2011. Upon receipt of your reply and olher slates, we 
wil l iransmil the results lo the STB. 

We look forwaid to the swil\ conclusion of this important process. Amlrak deeply appreciates your 
support of inlercily pas.scngcr rail service and the contributions made by your State in developing this 
policy. We. and the Stales with which ihis proposed policy was developed, recognize that implemenling 
this policy may present significant challenges for some Slates, especially given the curreni economic 
climate, but are confident that il represents a thoughtful and fair approach that responds lo the 
requirements of lhe law. Our partnership with your State is of vital importance to .Amtrak and we wil l 
endeavor to work collaboratively wilh you on the successful implementation of lh is policy, or such olher 
policy as may be ordered by the S'TB. and strive towards the continuation and improvement of all of 
today's Amlrak Section 209 services. 

Sincerely. 

'Thomas C. Carper 

Chairman, .imirak Board of Directors 

ACCEPTED AND .AGREED 

Dale: 

By: 

Title: 
Govemor or Govemor's Designee 

cc: David Bemhardt, Commissioner, Maine Department ofTransportation 
Martin Eisenslein. Chairman. NNEPRA 
Joseph H. Boardman. Presideni and CEO. Amlrak 
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September 1,2011 

The Honorable Deval Patrick 
Govemor of Massachusetts 
State House 
Office ofthe Governor. Room 360 
Boston. MA 02133 

Dear Governor Patrick: 

fhis letter serves lo ofiicially transmit the proposed cosl sharing methodology and accompanying policy 
developed by .Amlrak and the Section 209 State Working Group (SWG) as required under Section 209 of 
the Pa.ssengcr Rail Investment and Improvement Acl of 2008 (PRIIA, Public Law 110-432. Division B). 
Seclion 209 of PRIIA requires that the .Amlrak Board of Directors and relevant Stales collaboralively 
develop a common methodology for establishing and allocating operaling and capital costs between the 
parties for all inlercily passenger train services operated by .Amlrak on routes less than 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "Seclion 209 services". In your State, the 
Section 209 services include the Downeaster, New Haven-Springfield line, and the Vermonter Amlrak 
corridor routes. 

The proposed methodology, captured in the attached Section 209 policy, has been cooperatively 
developed between .Amtrak and the Stales over the past year and a half Through the SWG, comprised of 
representatives from California. .Maine, North Carolina. Virginia, and Wi.sconsin appointed by the 
.American .Association of Stale Highway and 'Iran.sportation Officials" Standing Committee on Rail 
fransportation (SCORT) and the Slates for Passenger Rail Coalition (SPRC). Amlrak and the States have 
worked hard to create a common and Iransparent cosl sharing methodology which will apply lo all routes 
equally, ensuring that all Slates are compensating .Amtrak in a like manner for like seivices. Through 
national, regional, and individual meetings with all impacted Stales, plus extensive outreach ciTorts 
undertaken by the SWG. we have sought to fully engage all States in the developmeni oflhis policy and 
have piovided opportunities for your State lo provide comments, feedback and improvements throughoul 
the developmeni process. Mo.sl recently, your rail agency slalTwas provided this policy in draft form for 
comment on June 23. 2011 and in final draft form on August 12, 2011. 

We are now asking for your concurrence with this policy. Concurrence vvith this policy does nol obligate 
your Slalc lo a specific future funding amouni or level of service However, concurrence does indicale 
your acceptance ofthe methodology and policy as the ruling basis lor any contract with Amlrak for 
Section 209 services, with the understanding that such policy will govern .Aintrak"s pricing for such 
services beginning on October 1, 2013. Belween now and then. .Amtrak will continue to work with your 
Slaie"s rail staff to develop specific .service alternatives and agrccmenls for routes in your Stale thai are 
affecled by Section 209. 
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Amlrak and the SWCrs priority has been lo develop a policy in a collaborative way. since failure to reach 
voluniaiy agreement between Amtrak and the relevant Stales on this policy will trigger the provisions ol" 
Subsection 209(c) which require that the U.S. Surface Transportation Board (STB) delermine the 
appropriate incthodology and require ils full implementation by the parties within one year of the STB's 
decision. Once the policy voluntarily adopted by the parties or imposed by the STB has taken elTeci. 
.Amlrak will only continue to operate Section 209 services that are governed by funding agreements with 
Stales that are consistent vvith the policy. 

While the original .statutory deadline to reach agreement on the policy of October 16, 2010 was not met. 
extension agreements between Aintrak, SCOR'f, and SPRC afforded us lhe opportunity lo continue lo 
develop the sound policy structure proposed in this Iransmillal. These agreements lo extend negotiations 
expired on June 16. 2011 and the parlies are now free to petition the S'fB lo determine the methodology. 
It remains our hope that wc will reach voluntary concurrence on this policy and avoid turning to the S'TB 
for resolution oflhis important matter. 

fo that end, we request your concurrence with the policy by you or your designee signing this lelter and 
returning it to the above address by Septeinber 30. 2011. Upon receipt of your reply and other states, wc 
will transmit the results to the STB. 

We look forward to the swifi conclusion oflhis important process. .Amlrak deeply appreciates your 
support of intercity passenger rail service and the contributions made by your State in developing this 
policy. Wc. and the Slates wilh which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges for .some States, especially given the current economic 
climate, bul are confident that it represents a thoughtful and fair approach that responds lo the 
requireinents ofthe law. Our partnership with your Stale is of vilal importance lo Aintrak and we vvill 
endeavor lo work collaboratively with you on the successful implementation oflhis policy, or such olher 
policy as may be ordered by the STB. and .strive towards the continuation and improvement of all of 
today's .Amtrak Section 209 services. 

Sincerely, 

Thomas C. Carper 

Cliairman, .Amtrak Board o f Directors 

.ACCEPTI;D AND AGREED 

Date: 

By: 

fule: 
Governor or Governor's Designee 

cc: Richard Davey, Secretary, Massachusetts Department of Transporialion 
'Tim Doherty. Director of Rail Programs. Massachusetts Departmenl ofTransportation 
Joseph 11. Boardman. Presideni and CEO, Amlrak 
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September 1.2011 

The Honorable Rick Snyder 
Governor of Michigan 
P.O. Box 30013 
Lansing. .Ml 48909 

Dear Go\ernor Snyder: 

fhis letter .serves to officially transmit the proposed cosl sharing methodology and accompanying policy 
developed by Aintrak and the Seclion 209 State Working Group (SWG) as required under Section 209 of 
the Passenger Rail Investment and Improvement .Act of 2008 (PRII.A. Public Law 110-432. Division B). 
Seetion 209 of PRII.A requires that the Amlrak Board of Directors and relevant States collaboratively 
develop a common methodology for cslablishing and allocating operating and capilal cosls between lhe 
parties for all inlercily passenger train services operaied by .Amtrak on routes less than 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "Seclion 209 services". In your State, the 
Seclion 209 services include the Blue Water, Pere Marquette, and the Wolverines .Amtrak eoiTidor routes, 
as we identified in our February 4. 2011 letter lo Kirk T. Stcudle. Director. Michigan Departmenl of 
fransportation. 

The proposed methodology, captured in the attached Section 209 policy, has been cooperatively 
developed between Amlrak and the Stales over the pa.sl year and a half Through the SWG, comprised of 
representatives from Califomia. Maine, North Carolina. Virginia, and Wisconsin appointed by the 
American Association of State I lighway and 'Transportation Officials' Standing Committee on Rail 
Transporiation (SCOR'T) and the Slates for Passenger Rail Coalition (SPRC). .Amlrak and the Stales have 
worked hard to create a common and iransparent cost sharing methodology which will apply to all routes 
equally, ensuring that all States are compensating Amlrak in a like manner for like services, fhrough 
national, regional, and individual meetings wilh all impacted Stales, plus extensive outreach efforts 
undertaken by the SWG. we have sought lo fully engage all States in the development oflhis policy and 
have provided opportunities for your Slate to provide comments, feedback and improvements throughoul 
the development process. Mosl recently, your rail agency slalTwas provided this policy in drafi form for 
comment on June 23. 2011 and in final draft fonn on August 12. 2011. 

We arc now asking for your concurrence with this policy. Concunence with this policy does not obligate 
your Stale to a specific fulure funding amount or level of service. However, concurrence docs indicate 
your acceptance oflhe methodology and policy as the ruling basis for any contract wilh .Amtrak for 
Seclion 209 services, wilh the understanding that such policy will govem Amtrak's pricing ior such 
services beginning on October 1, 2013. Between now and then. .Amlrak will continue to work with your 
Slate's rail staff to develop specific service allernalivcs and agreements for routes in your Slalc that arc 
affected bv Seclion 209. 
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.Amtrak and the SWG's priority has been to develop a policy in a collaborative way, since failure lo reach 
voluniaiy agreement belween Amlrak and the relevant Slates on this policy will trigger ihc piovisions of 
Subsection 209(c) which require that the U.S. Surface Transportation Board (S'TB) determine the 
appropriate methodology and require its full implemenlalion by the parties wilhin one year oflhe S'TB's 
decision. Once the policy voluntarily adoplcd by the parties or imposed by ihc S'TB has taken eft'ccl. 
Amtrak will only continue lo operaic Section 209 services that are govemed by funding agreements wilh 
States that are consistent wilh the policy. 

While lhe original slalulory deadline lo reach agreement on the policy of October 16, 2010 was nol met, 
extension agrccmenls between .Amtrak. SCOR'f. and SPRC afforded us the opportunity lo continue to 
develop the sound policy structure proposed in this transmillal. These agreements to extend negotiations 
expired on June 16. 2011 and the parties are now free to peiilion lhe SfB lo delermine the methodology, 
ll remains our hope that we will reach voluntary concurrence on this policy and avoid turning lo the S'fB 
for resolution oflhis important matter. 

'To that end. we request your concurrence wilh the policy by you or your designee signing ihis lelter and 
returning it to the above address by September 30, 2011. Upon receipt of your reply and other stales, wc 
will transmit the resulls lo lhe S'fB. 

We look foiward lo the swifi conclusion oflhis important process. Aintrak deeply appreciates your 
support of intercity pas.senger rail .service and the contributions made by your Stale in developing this 
policy. We, and lhe Stales with which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges for some Stales, especially given lhe curreni economic 
climate, but are confident that it represenls a thoughtful and fair approach that responds lo the 
requiremenls oflhe law. Our partnership with your Stale is of vital importance to .Amlrak and we will 
endeavor lo work collaboratively with you on the successful implementation of this policy, or such olher 
policy as may be ordered by the S'fB, and .strive towards the continuation and improvement of all of 
today's Amlrak Section 209 services. 

Sincerelv. 

Thomas C. Caipcr 
Chairman, .imirak Board of Directors 

ACCEPTED AND AGREED 

Dale: 

By: 

'Tillc: 

Govemor or Govemor's Designee 

cc: Kirk T. Stcudle Director, Michigan Department o f fransportation 
Tim IIoelTncr. Administraior. Office of High Speed Rail, Michigan Departmenl of Transportalion 
Joseph I-I. Boardman. Presideni and CEO. .Amlrak 
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September 1,2011 

The Honorable Jeremiah W. Nixon 
(jovemor o f Missouri 
Capilol Building 
Room 218. P.Or Box 720 
Jefferson City. MO 65102 

Dear Governor Nixon: 

This letter serves to officially transmit the proposed cosl sharing methodology and accompanying policy 
developed by Amtrak and the Section 209 State Working Group (SWG) as required under Seclion 209 of 
the Passenger Rail Investment and Improvement Acl of 2008 (PRIIA, Public Law 110-432, Division B). 
Seclion 209 of PRIIA requires thai the .Amtrak Board of Directors and relevant Slates collaboratively 
develop a common mclhodology for establishing and allocating operating and capilal cosls belween the 
parties for all inlercily passenger train services operated by Aintrak on routes less lhan 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "Seclion 209 services'". In your State, the 
Section 209 .service includes the Mis.souri River Runner Aintrak corridor roulc, as wc identi lied in our 
February 4. 2011 leller to Kevin Keith, Direcior, Vlissouri Department of'fransporlaiion. 

The proposed methodology, captured in the attached Seclion 209 policy, has been cooperatively 
developed between Amtrak and the States over the past year and a half Through the SWG. comprised of 
represenlalives from California, Maine. Norlh Carolina, Virginia, and Wisconsin appoinled by the 
.American .Association of Stale I lighway and Transportation Officials' Standing Commillee on Rail 
'fransportation (SCOR'T) and the States for Passenger Rail Coalition (SPRC), .Amtrak and the States have 
worked hard lo create a common and transparent cost sharing methodology which wil l apply lo all routes 
equally, ensuring that all Stales arc compensating Amtrak in a like manner for like services. Through 
national, regional, and individual meetings with all impacted States, plus extensive outreach elTorts 
undertaken by the SWG, we have sought to fully engage all Stales in the development of lh is policy and 
have provided opportunities for your State lo provide comments, feedback and improvemenls throughoul 
the development process. Mosl recently, your rail agency staff was provided this policy in draft fonn for 
comment on June 23, 2011 and in final drat\ fonn on August 12, 2011. 

We are now asking for your concurrence with this policy. Concurrence wilh this policy docs not obligate 
your Slate to a specific future funding amount or level of service. However, concurrence docs indicale 
your acceptance ofthe methodology and policy as the ruling basis for any contract with Amlrak for 
Section 209 services, wilh the understanding that such policy wil l govern .Amtrak's pricing for such 
services beginning on October 1. 2013. Belween now and then, Amlrak wil l conlinuc lo work wilh your 
Slate's rail stafTto develop specific service alternatives and agreements for routes in your Stale that are 
affected bv Section 209. 
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.Amlrak and the SWG's priority has been to develop a policy in a collaborative way, since failure to reach 
voluntarv- agreement between .Amtrak and the relevani Slates on this policy wil l trigger lhe provisions of 
Subscelion 209(c) which require thai the U.S. Surface 'fransportation Board (S'TB) delermine the 
appropriate methodology and require ils full implemenlalion by the parties within one year ofthe S'TB's 
decision. Once the policy volunlarily adopted by the parties or impo.sed by the S'TB has taken effect. 
Amlrak wi l l only continue lo operate Seclion 209 services that are governed by funding agreements wilh 
Stales that are consistent wilh the policy. 

While the original slalulory deadline lo reach agreement on the policy of October 16. 2010 was nol met. 
extension agreements belween Amtiak. SCORT. and SPRC afforded us the opportunity to continue to 
develop the sound policy structure proposed in this transmittal, fhese agreements to extend negotiations 
expired on June 16, 2011 and the parties are now lice to petition the STB lo delermine the methodology. 
It remains our hope that we wi l l reach voluntary concurrence on this policy and avoid turning lo the S'fB 
for resolution of lhis important mailer. 

' fo that end. we request your concurrence with the policy by you or your designee signing this Idler and 
leturning it to the above address by September 30. 2011. Upon receipt of your reply and olher slates, wc 
wil l transmit the results lo the STB. 

We look forward lo the swift conclusion of lhis important process. .Amtrak deeply appreciates your 
support of intercity passenger rail service and the conlribulions made by your State in developing this 
policy. We, and the Slates with which this proposed policy was developed, rccogni/e thai iinplemenling 
this policy may present significant challenges for some Slates, especially given the current economic 
climate, bul are confident that i l represenls a thoughtful and fair approach that responds to the 
requirements o i lhe law. Our partnership wilh your State is o f vital importance lo .Amlrak and we wil l 
endeavor lo work collaboratively wilh you on the successful implemenlalion of lh is policy, or such olher 
policy as may be ordered by the S'TB. and strive towards the continuation and improvement of all of 
today's Amlrak Seclion 209 services. 

Sincerely. 

'fhomas C. Carper 

Chairman. .Amtrak Board o f Directors 

ACCEPTED AND AGREED 

Dale: 

By: 

•fille: 
Governor or Governor's Designee 

cc: Kevin Keith. Direcior. .Missouri Departmenl o f Transporiation 
Michelle Teel. Multimodal Operations Director. Missouri Department of fransporlaiion 
Joseph H. Boardman, President and CEO. .Amlrak 
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September 1.2011 

The 1 lonorable John Lynch 
Govemor of New 1 lampshire 
Office oflhe (lOvernor 
25 Capitol Sireet, Room 212 
Concord, NH 03301 

Dear Governor Lynch: 

fhis leller serves to officially transmit the proposed cosl sharing methodology and accompanying policy 
developed by Ainirak and the Seetion 209 State Working Group (SWG) as required under Section 209 of 
the Pas.senger Rail Investment and Improvement .Act of 2008 (PRII.A. Public Law 110-432. Division B). 
Seclion 209 of PRIIA requires that the Aintrak Board of Directors and relevant Stales collaboratively 
develop a common methodology for establishing and allocating operaling and capilal costs between the 
parties for all intercity passenger train services operated by Amlrak on routes less lhan 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "Section 209 services". In your State, the 
Section 209 services include the Downeaster and the Vermonter Amtrak corridor routes, as we identified 
in our Tebruary 4. 2011 lelter to George N. Campbell. Commissioner. New Hampshire Department of 
Transportation. 

'The propo.sed methodology, captured in the attached Seclion 209 policy, has been cooperatively 
developed between Amtrak and the Stales over the past year and a half 'fhrough the SWG. comprised of 
representatives from Califomia. Maine. North Carolina, Virginia, and Wisconsin appointed by the 
American Associalion of Slate Highway and Transportalion Officials' Standing Committee on Rail 
Transportalion (SCORT) and the Stales for Passenger Rail Coalition (SPRC). .Amtrak and the States have 
worked hard lo create a common and tran.sparent cost sharing methodology which will apply to all routes 
equally, ensunng that all States are compensating Amlrak in a like manner for like services. Through 
national, regional, and individual meetings with all impacted States, plus extensive outreach efforts 
undertaken by the SWG. we have sought lo fully engage all States in the developmeni oflhis policy and 
have provided opportunities for your State to provide comments, leedback and improvements throughout 
the development process. Most recently, your rail agency staff was provided this policy in final draft 
form on .August 12. 2011. 

We are now asking for your concurrence with this policy. Concurrence wilh this policy docs nol obligate 
your Stale lo a specific futuie funding amount or level of sei-vice. However, concurrence does indicate 
your acceptance ofthe methodology and policy as the ruling basis for any coniracl with Amlrak for 
Section 209 services, with the understanding that such policy will govem Amtrak's pricing for such 
services beginning on October 1. 2013. Between now and then. .Amlrak will continue lo work with your 
Slate's rail stall"to develop specific service alternatives and agreements for routes in your Stale that are 
afl"ecied by Seclion 209. 
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•Amtrak and lhe SWG's priority has been lo develop a policy in a collaborative way. since failure lo reach 
voluntary agreement belween •Amtrak and the relevant Slates on this policy will trigger the piovisions of 
Subsection 209(c) which require that the U.S. Surface Transportation Board (SI B) determine the 
appropriate methodology and require its full implementation by the parties wilhin one year of the S'fB's 
decision. Once the policy voluntarily adopted by the parties or imposed by the S'fB has taken effect. 
-Amlrak will only conlinuc to operate Section 209 services that are govemed by funding agreements with 
Slates that are consistent wilh the policy. 

While the original statutory deadline lo reach agreemenl on the policy of October 16. 2010 was not mel. 
extension agreemenls between Amlrak, SCOR'f. and SPRC afTorded us the opportunity to continue lo 
develop the sound policy structure proposed in this transmittal. These agreements to extend negotiations 
expired on June 16. 2011 and the parties arc now free to petition the STB lo delermine the methodology. 
It remains our hope Ihat we will reach voluntary concurrence on this policy and avoid turning lo the STB 
for resolution oflhis important matter. 

•f o that end. we request your concurrence wilh the policy by you or your designee signing ihis leller and 
returning it lo the above address by September 30. 2011. Upon receipt of your reply and olher slates, we 
will transmit the results lo the S'fB. 

Wc look forward to the swili conclusion oflhis imporlanl process. .Amlrak deeply appreciales your 
support of intercity passenger rail service and the contributions made by your State in developing this 
policy. We. and the Stales wilh which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges for .some Stales, especially given the current economic 
climate, bul are confident that it represents a thoughtful and fair approach that responds to the 
requirements ofthe law. Our partnership with your Slate is of vital importance to Amlrak and we will 
endeavor lo work collaboratively with you on the successful implementation oflhis policy, or such olher 
policy as may be ordered by the S'fB, and strive towards the continuation and improvement of all of 
today's .Amlrak Seclion 209 services. 

Sincerely, 

'Thomas C. Carper 

Chairman. Amtrak Board of Directors 

ACCEPTED AND AGREED 

Dale: 

Bv: 

Tille: 
Governor or Governor's Desiiznee 

cc: George N. Campbell. Commissioner. New Hampshire Deparimenl oT Transportation 
Jo.seph 11. Boardman. President and CEO, Amlrak 

Declaration of Maximilian R. Johnson - Exhibit V (9) 
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September 1,2011 

'The Honorable Andrew Cuomo 
Governor of New York 
State Capilol 
Albany NY 12224 

Dear Governor Cuomo: 

This letter serves to officially transmit the propo.sed cost shanng mclhodology and accompanying policy 
developed by Amtrak and the Section 209 Slate Working Group (SWG) as required under Seclion 209 of 
the Passenger Rail Inveslment and Improvement Act of 2008 (PRIIA, Public Law 110-432, Division B). 
Section 209 of PRIIA requires that the .Amlrak Board of Directors and relevant Stales collaboratively 
develop a common mclhodology for establishing and allocating operaling and capilal costs between the 
parties for all intercity pas.senger train services operaied by Amlrak on routes less lhan 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "Seclion 209 services". In your Slate, the 
Section 209 services include the .•Ufirondack. Empire Service, and the Maple Leaf Amlrak corridor routes, 
as we identified in our February 4. 2011 letter to Stanley Gee. .Acting Commissioner. New York 
Departmenl of fransporlaiion. 

'fhe proposed methodology, captured in the attached Section 209 policy, has been cooperatively 
developed between Amlrak and the States over the past year and a half 'through the SWG. comprised of 
representatives from California. Vtaine. North Carolina, Virginia, and Wisconsin appoinled by the 
American As.sociation of Stale Highway and fransportation Officials' Standing Committee on Rail 
Transportalion (SCORT) and the Stales for Passenger Rail Coalition (SPRC). Amlrak and the Slates have 
worked hard lo create a common and transparent cosl sharing methodology which will apply lo all routes 
equally, ensuring that all States are compensating .Amlrak in a like manner for like services. Through 
national, regional, and individual meetings with all impacted States, plus extensive outreach elfoils 
undertaken by the SWG, we have .sought lo fully engage all States in the development of this policy and 
have provided opportunities for your State lo provide comments, feedback and improvements throughout 
the development process. Mosl recently, your rail agency stalTwas provided this policy in draft fonn for 
comment on June 23, 2011 and in final drafi fonn on .August 12, 2011. 

We are now asking for your concurrence with this policy. Concurrence with ihis policy does not obligate 
your State to a specific future funding amount or level of service. However, concurrence does indicate 
your acceptance oflhe methodology and policy as the ruling basis for any contract wilh Amlrak t"or 
Section 209 services, wilh the understanding that such policy will govern Amtrak's pricing for such 
.services beginning on October 1. 2013. Between now and then, Amtrak will continue lo work with your 
Slale"s rail staff lo develop specific .service alternatives and agreements for routes in your Stale that are 
affected by Seclion 209. 
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.Amtrak and the SWG's priority has been lo develop a policy in a collaborative way, since failure lo reach 
voluniaiy agreement between .Amtrak and the relevani Stales on this policy will trigger the provisions ol" 
Subsection 209(c) which require thai the U.S. Surface 'Transportation Board (S'TB) determine the 
appropriate methodology and require ils full implementation by the parties within one year of the S'TB's 
decision. Once the policy volunlarily adopted by the parties or imposed by lhe S'TB has laken effect. 
Amlrak will only conlinuc to operate Section 209 .services thai are governed by funding agreements with 
States that are consislenl wilh lhe policy. 

While lhe original statutory deadline to reach agreement on lhe policy of October 16. 2010 was nol met. 
extension agreements beivveen .Amlrak, SCORT, and SPRC afforded us the opportunity to conlinuc lo 
develop lhe .sound policy structure proposed in this transmittal, fhese agreemenls lo extend negotiations 
expired on June 16, 2011 and the parties are now free to petilion the STB to determine the methodology. 
It remains our hope that we will reach voluntary concurrence on this policy and avoid turning lo the S'fB 
for resolution oflhis important matter. 

To that end, wc request your concurrence wilh the policy by you or your designee signing this letter and 
returning il to lhe above address by September 30. 2011. Upon receipt of your reply and olher stales, we 
will transmit the results to the S'TB. 

We look forward lo the swili conclusion oflhis important process. -Ainirak deeply appreciates your 
support of intercity passenger rail service and the conlribulions made by your Slate in developing this 
policy. We. and the States with which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges for some Stales, especially given the current economic 
climate, bul arc confident that il represents a ihoughlful and fair approach that responds to the 
requirements oflhe law. Our partnership with your Slate is of vilal importance lo Amlrak and we will 
endeavor to work collaboralively with you on the successful implementation oflhis policy, or such other 
policy as may be ordered by the S'fB, and strive towards the continuation and improvement of all of 
today"s Amlrak Seclion 209 services. 

Sincerely, 

1 homas C. Carper 
Chairman. .Amlrak Board of Directors 

ACCEPTED AND AGREED 

Dale: 

By: 

Title 
Governor or Governor's Designee 

cc: Joan VIeDonald. Commissioner. New York State Department o f fransportation 
John Rondinaro. Direcior. Office of Integrated Modal Services. New York Slate DOT 
Joseph Tl. Boardman. Presideni and CEO, Amlrak 
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September 1.2011 

The Honorable Bev Perdue 
Govemor oTNorth Carolina 
OfTice ofthe Governor 
20301 Mail Service Center 
Raleigh, NC 27699-0301 

Dear Govemor Perdue: 

This letter serves lo ofiicially transmit the proposed cosl sharing methodology and accompanying policy 
developed by .Amtrak and the Section 209 Stale Working Group (SWG) as required under Section 209 of 
the Passenger Rail Inveslmenl and Improvement Acl of 2008 (PRIIA. Public Law 110-432, Division B). 
Section 209 of PRIIA requires that the .Amtrak Board of Directors and relevant Slates collaboratively 
develop a common methodology for establishing and allocating operaling and capital cosls between the 
panics l"or all intercity pas.senger train services operated by -Amtrak on routes less than 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "Seclion 209 services'". In your Slalc. the 
Seclion 209 services include the Carolinian and the Piedmont Aintrak corridor routes, as we identified in 
our February 4. 2011 lelter to Gene Conti. Secretary, North Carolina Department ofTransportation. 

The proposed methodology, captured m the attached Seclion 209 policy, has been cooperatively 
developed between .Amlrak and the Slates over the past year and a half Through the SWG. comprised of 
representatives from California. Maine, North Carolina. Virginia, and Wisconsin appointed by the 
-American .Association of Slate Highway and Transportation Ofiicials' Standing Committee on Rail 
'Transportation (SCORT) and the Slates for Passenger Rail Coalition (SPRC). Amlrak and the States have 
worked hard to create a common and transparent cost sharing methodology which wil l apply to all routes 
equally, ensuring that all States arc compensating .Amlrak in a like manner for like services. Through 
national, regional, and individual meetings with all impacted States, plus extensive outreach efiorts 
undertaken by the SWG. we have sought lo TuUy engage all Stales in the developmeni of lhis policy and 
have provided opportunities for your Stale to provide comments, feedback and improvements throughoul 
the development process. Mosl recently, your rail agency slaff was provided ihis policy in draft fonn for 
comment on June 23. 2011 and in final draft fonn on -August 12. 2011. 

Wc are now asking for your concurrence wilh this policy. Concurrence wilh this policy docs nol obligate 
your State lo a specific fulure funding amount or level of .service However, concurrence does indicate 
your acceptance ofthe methodology and policy as the ruling basis for any contract with Amtrak for 
Section 209 services, wilh the understanding that such policy wil l govern .Ainlrak"s pricing for .such 
services beginning on October 1, 2013. Belween now and then. .Amtrak wil l conlinuc to work with your 
Stale's rail slaff to develop specific service allernalivcs and agreements for routes in your Stale that are 
affected by Seclion 209. 
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.Amlrak and the SWG's priority has been to develop a policy in a collaborative way, since failure to reach 
voluniaiy agreement between .Amtrak and the relevani States on this policy wi l l trigger the provisions ol" 
Subsection 209(c) which require that the U.S. Surface Transportation Board (STB) determine the 
appropriate methodology and require ils full implementation by the parties wilhin one year of the S'fB's 
decision. Once the policy volunlarily adopted by the parties or imposed by the STB has laken effect, 
.Amlrak wi l l only continue lo operate Section 209 sci-viccs that arc govemed by funding agreements wilh 
States thai are consistent wilh the policy. 

While the onginal statutoiy deadline lo reach agreemenl on the policy of October 16. 2010 was not met. 
extension agreements between .Amtrak. SCOR'T. and SPRC afforded us lhe opportunity lo continue to 
develop the .sound policy structure proposed in this transmittal, fhese agreements lo extend negotiations 
expired on June 16. 2011 and the parties are now free to petilion the STB to determine the methodology. 
It remains our hope that we wil l reach voluntary concurrence on ihis policy and avoid turning lo the STB 
for resolution of lhis important mailer. 

'To ihal end. wc request your concurrence wilh lhe policy by you or your designee signing Ihis leller and 
retuming it to the above address by Sepiember 30. 2011. Upon receipt of your reply and olher slates, we 
wil l iran.smil the results lo the STB. 

We look forward to the swil i conclusion of lhis important process. Amtrak deeply appreciates your 
support of intercity passenger rail .service and the contributions made by your Slate in developing this 
policy. We. and the Slates wilh which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges for some States, especially given the curreni economic 
climate, bul are confident that it represents a thoughtful and fair approach that responds to the 
requiremenls of lhe law. Our partnership wilh your Stale is of vital impoitancc to Amtrak and we wil l 
endeavor lo work collaboralively wilh you on the successl"ul implementation of lhis policy, or such other 
policy as may be ordered by lhe STB. and slrive lowards lhe continuation and improvement of all of 
today's .Amtrak Section 209 services. 

Sincerely, 

Thomas C. Carper 

Chairman. .Amtrak Board of Directors 

ACCEPTED AND AGREED 

Date: 

By: 

Title: 
Governor or Governor's Designee 

cc: Eugene A. Conti, Secretary. North Carolina Department ofTransportation 
Pat Simmons. Rail Division Director. Norlh Carolina Department ofTransportation 
Joseph H. Boardman. Presideni and CLO. Amlrak 

Declarat ion o f .Maximi l ian R. Johnson - Exh ib i t V (11) 
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September 1.2011 

•fhe Honorable .Vlary I"allin 
Governor of Oklahoma 
Capitol Building 
23()OLincolnBlvd.. Rm. 212 
Oklahoma C i l y OK 73105 

Dear Govemor Tallin: 

•fhis letter serves lo officially Iransmil the proposed cosl sharing methodology and accompanying policy 
developed by .Amtrak and the Section 209 State Working Group (SWG) as required under Section 209 of 
the Passenger Rail Investment and Improvement Act of 2008 (PRIIA. Public Law 110-432. Division B). 
Seclion 209 of PRIIA requires that the Aintrak Board of Directors and relevani Slates collaboratively 
develop a common methodology for establishing and allocating operating and capilal cosls between the 
parties for all inlercily pas.senger Irani .services operated by .Amlrak on roules less lhan 750 miles outside 
lhe Boston-Washingion Northeast Corridor, known herein as "Section 209 services'". In your State, the 
Seclion 209 service includes the Heartland Flyer .Amtrak corridor roule, as wc identified in our lebruaiT 
4, 2011 lelter lo Gaiy Ridley. Director and Secretary, Oklahoma Department of Tran.sportalion. 

The proposed methodology, captured in the aitached Section 209 policy, has been cooperatively 
developed between Amtrak and the Slates over the past year and a half Through the SWG. comprised of 
represenlalives from Califomia, .Vlaine. North Carolina, Virginia, and Wisconsin appointed by the 
.American .Association of State Highway and Transportalion Officials' Standing Commitlee on Rail 
'Transportation (SCORT) and the Stales for Passenger Rail Coalition (SPRC). .Amlrak and the Stales have 
worked hard to create a common and tran.sparent cosl sharing methodology which wil l apply lo all routes 
equally, ensuring that all Slates are compensating Amtrak in a like manner for like services. 'Through 
national, regional, and individual meetings wilh all impacted Slates, plus extensive outreach cTforts 
undertaken by the SWG. we have sought lo fully engage all Slates in the developmeni of lhis policy and 
have provided opportunities for your Slate to provide comments, feedback and improvemenls ihroughout 
the developmeni process. Mo.sl reccnlly. your rail agency slaff was provided this policy in draft form for 
comment on June 23. 2011 and in final drafi form on August 12. 2011. 

We are now asking for your concunence with this policy. Concunence wilh this policy docs nol obligate 
your State to a specific fulure funding amount or level of service. However, concurrence does indicale 
your acceptance of the methodology and policy as the ruling basis for any contract with Amlrak l"or 
Section 209 services, with the understanding that such policy wil l govern .Amlrak"s pricing for such 
services beginning on October 1. 2013. Belween novv and then, Amlrak wil l continue to work with your 
Stale's rail slaff to develop specific service alternatives and agreements for roules in your State that are 
affecled by Section 209. 
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.Amtrak and the SWG's priority has been to develop a policy in a collaborative way, since failure to reach 
voluntary agreement between Aintrak and the relevant Stales on this policy wi l l trigger the provisions ol" 
Subsection 209(c) which require that the U.S. Surface 'fransportation Board (S'TB) determine the 
appropriate methodology and require ils full implemenlalion by the parties wilhin one year of lhe S TB"s 
decision. Once the policy volunlarily adopted by the parties or imposed by the S'TB has taken cllecl. 
Amlrak wi l l only conlinue lo operate Seclion 209 services that arc governed by funding agreemenls wilh 
States that arc consistent with the policy. 

While the onginal statutory deadline lo reach agreemenl on the policy of Oeiober 16. 2010 was nol met. 
extension agreements between Amtrak, SCORT, and SPRC afforded us the opportunity to conlinuc lo 
develop the sound policy structure proposed in this Iransmillal. These agreements lo exlcnd negolialions 
expired on June 16, 2011 and lhe parties are now free to petition the S'fB to detennine the methodology. 
It remains our hope that we wi l l reach voluniaiy concurrence on ihis policy and avoid turning lo the STB 
for resolution of lhis important matter. 

To that end. we request your concurrence with the policy by you or your designee signing this letter and 
returning il to the above address by September 30, 2011. Upon receipt of your reply and other stales, we 
wi l l transmit the resulls to the S'TB. 

We look forward to the swift conclusion of lh is important process. .Amtrak deeply appreciates your 
support of intercity passenger rail service and the conlribulions made by your State in developing this 
policy. We. and the Slates with which this proposed policy was developed, rccogni/c that implementing 
this policy may present significant challenges for some Stales, especially given the curreni economic 
climate, bul are confident that it represents a thoughtful and fair approach that responds lo lhe 
requirements of lhe law. Our partnership wilh your Stale is of vilal importance lo .Amlrak and we wil l 
endeavor to work collaboratively wilh you on the successful implemenlalion of lhis policy, or such other 
policy as may be ordered by the STB. and strive lowards the continuation and improvement oi"all of 
today's .Amlrak Seclion 209 services. 

Sincerely, 

% 

Thomas C. Carper 

Chairman. .Amtrak Board o f Directors 

.ACCEPTED AND .AGREED 

Dale: 

By: 

I ille: 
Governor or Governor's Desisinee 

cc: Gary Ridley. Secretary, Oklahoma Department ofTransportation 
Joe Kyle. Manager of Rail Programs Division, Oklahoma Department o f fransportation 
Joseph I I . Boardman, President and Cl 'O. Aintrak 
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September 1.2011 

The Honorable John A. Kilzhaber. M.D. 
Governor of Oregon 
Slate Capitol, Room 160 
900 Court St. N. 
Salem. OR 97301 

Dear Governor Kil/habcr: 

This Idler serves to officially transmit the propo.sed cosl sharing methodology and accompanying policy 
developed by Amlrak and the Section 209 State Working Group (SWG) as required under Section 209 oi" 
the Passenger Rail Investment and Improvement -Acl of 2008 (PRIIA, Public Law 110-432, Division B). 
Section 209 of PRI 1-A requires that the .Amlrak Board of Directors and relevani States collaboratively 
develop a common methodology for establishing and allocating operating and capilal cosls between the 
parties for all intercity passenger train .services operaied by -Amtrak on routes less lhan 750 miles outside 
the Boston-Washingion Northeast Corridor, known herein as '"Seclion 209 services"'. In your Slalc, the 
Seclion 209 service includes the Cascades Amtrak corridor route, as we identified in our Tebruary 4. 
2011 leller to Matthew Garrett, Director, Oregon Departmenl ofTransportation. 

The proposed methodology, captured in the aitached Seclion 209 policy, has been cooperatively 
developed belween Amlrak and the Stales over the past year and a half Through the SWG. comprised of 
representatives from Califomia, Vlaine. North Carolina, Virginia, and Wisconsin appointed by the 
.American .Association of State Highway and 'Transportation Officials' Standing Committee on Rail 
Tran.sportation (SCOR'T) and the Stales for Passenger Rail Coalition (SPRC), Amtrak and the States have 
worked hard to create a common and Iransparent cost sharing methodology which wi l l apply to all roules 
equally, ensuring that all Slates are compensating .Amlrak in a like manner for like services. Through 
national, regional, and individual meetings wilh all impacied States, plus extensive outreach efl"orts 
undertaken by the SWG, we have sought to fully engage all Stales in the development of lh is policy and 
have provided opportunities for your State to provide comments, feedback and improvemenls throughoul 
the development process. Most recently, your rail agency slafTwas provided this policy in draft form for 
comment on June 23, 2011 and in final draft fonn on .August 12, 2011. 

We are now asking for your concurrence wilh this policy. Concurrence with this policy does nol obligate 
your Slaie lo a specific fulure funding amouni or level of service. However, concurrence does indicale 
your acceplancc ofthe methodology and policy as the ruling basis for any coniracl wilh -Amlrak for 
Seclion 209 .services, with the understanding that such policy wil l govern Amlrak's pricing for such 
services beginning on October 1. 2013. Between now and then. .Amlrak wil l conlinue to work wnh your 
Slalc"s rail staff lo develop specific service allernalivcs and agreements for routes in your Slate that are 
affected by Section 209. 
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.Amtrak and the SWG's priority has been to develop a policy in a collaborative way, since failure lo reach 
voluntary agreement between -Aintrak and the relevant States on this policy wil l trigger the provisions of 
Subsection 209(c) which require that the U.S. Surface rran.sportation Board (S'fB) detennine the 
appropriate methodology and require its full implementation by the parties within one year of the S'fB's 
decision. Once the policy voluntarily adopted by the panics or imposed by the S'TB has taken effeci. 
Amtrak wi l l only continue to operate Seclion 209 services thai are governed by fiinding agreements with 
States that arc consislenl wilh the policy. 

While the original statutory deadline to reach agreement on the policy of October 16. 2010 was nol met. 
extension agreements belween Aintrak. SCORT. and SPRC afforded us the opportunity to continue to 
develop lhe sound policy slriiclure proposed in this transmittal, fhese agreements to extend negotiations 
expired on June 16. 2011 and the parties are now free to petition the STB lo detennine the methodology, 
l l remains our hope that we wil l reach voluniaiy concurrence on this policy and avoid turning lo the STB 
for resolution of lhis important matter. 

To that end, wc request your concurrence with the policy by you or your designee signing this leller and 
returning it to the above address by September 30. 2011. Upon receipt of your reply and other states, we 
wil l iransmil the resulls lo the STB. 

W'e look forward lo the swili conclusion of lhis imporlanl process. Amlrak deeply appreciates your 
support of intercity passenger rail .service and the contributions made by your Slate in developing this 
policy. Wc. and the States wilh which this propo.sed policy was developed, recognize that implementing 
this policy may present significant challenges for some States, especially given the curreni economic 
climate, bul are confident that i l represents a ihoughlful and fair approach that responds to lhe 
requirements of lhe law. Our partnership wilh your State is of vilal importance to .Amlrak and we wil l 
endeavor lo work collaboralively wilh you on lhe successful implemenlalion of lh is policy, or such olher 
policy as may be ordered by the S I B , and strive lowards the continuation and improvcmenl of all of 
loday's Amtrak Section 209 .services. 

Sincerely, 

Thomas C. Carper 
Chairman. .Amtrak Board o f Directors 

ACCEPTED AND .AGREED 

Date: 

By: 

Title: 
Govemor or Governor's Designee 

cc: Matthew Garrett. Direcior, Oregon Department of Tran.sportalion 
Lana Cully, Interim Administrator. Oregon Department ofTransportation 
Joseph TI. Boardman, Presideni and CEO, Amtrak 
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A A A T R A K 

September 1,2011 

The Honorable Tom Corbett 
Governor of Penn.sylvania 
Room 225 
.Main Capitol Building 
Harri.sburg, PA 17120 

Dear Governor Corbett: 

'This letter SCITCS lo officially iransmil the proposed cosl sharing methodology and accompanying policy 
developed by Amlrak and the Section 209 State Working Group (SWG) as required under Seclion 209 of 
the Passenger Rail Inveslment and Improvement .Acl of 2008 (PRII.A. Public Law 110-432. Division B). 
Seclion 209 of PRll.A requires that ihc Amlrak Board of Directors and relevant Slates collaboratively 
develop a common methodology for establishing and allocating operating and capital costs belween the 
parties for all intercity pas.senger train .services operated by Amlrak on roules less than 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as •"Section 209 services". In your Slate, the 
Seclion 209 services include the Keystime.s and the Pennsylvanian Amlrak corridor roules. as wc 
identified in our Februaiy 4. 2011 letter to Barry Schoch, Secretary. Pennsylvania Department of 
Transportalion. 

fhe propo.sed methodology, captured in the aitached Seclion 209 policy, has been cooperatively 
developed between .Amtrak and the Stales over lhe past year and a hall". 'Through the SWG, comprised of 
represenlalives from Califomia. .Maine, North C"arolina. Virginia, and Wuseonsin appoinled by ihc 
-American -Associalion of Slate Highway and 'Transportation Officials' Standing Commillee on Rail 
'Transportation (SCORT) and the States for Passenger Rail Coalition (SPRC). Amlrak and the Stales have 
worked hard lo create a common and transparent cosl sharing methodology which wil l apply to all routes 
equally, ensuring thai all Slates are compensating -Aintrak in a like manner for like services. 'Through 
national, regional, and individual meetings with all impacied States, plus extensive outreach efforts 
undertaken by the SWG. we have sought to fiilly engage all Slates in the development of lhis policy and 
have provided opportunities for your State to provide comments, feedback and improvements throughout 
the development process. Vlost recently, your rail agency staff was provided this policy in draft form for 
comment on June 23. 2011 and in final draft form on August 12. 2011. 

We are now asking for your concurrence with this policy. Concurrence with this policy does not obligate 
your Stale lo a specific future funding amouni or level of service. However, concurrence does indicale 
your acceptance ofthe methodology and policy as the ruling basis for any contract wilh Amlrak for 
Seclion 209 services, wilh the understanding that such policy wil l govem -Amtrak's pricing for such 
services beginning on October 1. 2013. Between now and then. -Amlrak wil l conlinue lo work wilh your 
Slate's rail staff lo develop .specific .service alternatives and agreements for roules in your State that are 
affected bv Section 209. 
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The llimnrahic 'lam Curhcll 
Pane 2 
Scplcmhcr I. 2011 

-Amlrak and the SWG's priority has been lo develop a policy in a collaborative way, since failure to reach 
voluntary agreement between Amlrak and the relevani States on this policy wil l trigger the provisions of 
Subsection 209(c) which require that the U.S. Surface Transportation Board (S'fB) determine the 
appropriate methodology and require its full implemenlalion by the parties within one year of the STB"s 
decision. Once the policy voluntarily adopted by the parties or imposed by the STB has taken effect. 
.Amlrak vvill only conlinue to operate Seclion 209 services that arc governed by funding agreements with 
States that arc consistent with the policy. 

While the original statutory deadline to reach agreemenl on the policy of October 16. 2010 was nol met. 
extension agreements belween .Amlrak, SCORT. and SPRC afforded us the opporlunily lo conlinue to 
develop the sound policy structure proposed in this transmittal These agreemenls to extend negolialions 
expired on June 16, 2011 and the parties are novv fiee lo pelition the S'TB lo ddermine the mclhodology. 
It remains our hope that we wil l reach voluniaiy concurrence on this policy and avoid turning to the S'TB 
l"or resolution of lhis important matter. 

To that end, we request your concurrence with the policy by you or your designee signing this lelter and 
retuming it to the above address by September 30, 2011. Upon receipt of your reply and other stales, we 
wi l l transmit the results to the S'fB. 

We look forward to the swift conclusion of lhis important piocess. .Amlrak deeply appreciates your 
support of intercity pas.senger rail service and lhe contributions made by your Slalc in developing this 
policy. We, and the States wilh which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges l"or some States, especially given the curreni economic 
climalc. but are confident that i l represenls a ihoughlful and fair approach that responds to the 
requirements ofthe law. Our partnership wilh your Slate is of vilal importance lo Amlrak and wc wil l 
endeavor lo work collaboratively with you on the successful implemenlalion of lh is policy, or such other 
policy as may be ordered by the STB, and strive lowards the continuation and improvement of all of 
loday's Amlrak Seclion 209 services. 

Sincerelv. 

7̂ . 
Thomas C. Carper 

Chairman, .Amtralc Board o f Directors 

ACCEPTED AND .AGREED 

Date: 

By: 

Title: 
Govemor or Govemor's Designee 

Barry Schoch, Secretary. Pennsylvania Department ofTransportation 
Toby Fauver, Deputy Secretary for Local and Area Transportation, Pennsylvania DO'T 
Joseph 11. Boardman. President and CT.O. .Amtrak 
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Sepiember 1,2011 

John A. Barton. Interim Executive Director 
'Texas Department of'fransportation 
125 F. l l i h Sired 
Austin. ' fX 78701 

Dear Mr. Barton: 

This letter serves to officially transmit lhe pioposed cosl sharing methodology and accompanying policy 
developed by Amtrak and the Seclion 209 Slalc Working Group (SWG) as required under Seclion 209 of 
the Passenger Rail Investment and Improvement Act of 2008 (PRII.A, Public Law 110-432, Division B). 
Section 209 of PRIIA requires ihat the .Amlrak Board of Directors and relevani Slates collaboralively 
develop a common methodology for establishing and allocating operating and capilal cosls belween the 
parties for all intercity passenger train .services operated by Amlrak on routes less lhan 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "Seclion 209 services". In your Slalc. the 
Seclion 209 service includes the Heartland l^lyer Amlrak corridor roule. as we identified in our February 
4, 2011 leller to -Amadeo Saenz, Executive Director, 'fcxas Department ofTransportation. 

'The proposed methodology, captured in the attached Seclion 209 policy, has been cooperatively 
developed between -Amtrak and the Stales over the past year and a half Through the SWG, compri.sed of 
representatives from Califomia. Maine. North Carolina, Virginia, and Wi.sconsin appoinled by the 
American A.ssocialion of State Highway and Transportation Officials' Standing Committee on Rail 
Transportation (SCOR'T) and the Slates for Pas.senger Rail Coalition (SPRC). .Amtrak and the States have 
worked hard to create a common and transparent cost .sharing methodology which wil l apply to all roules 
equally, ensuring that all Stales are compensating Amlrak in a like manner for like scrv-iecs. Through 
national, regional, and individual meetings wilh all impacied Stales, plus extensive outreach eff"orts 
undertaken by the SWG, we have .sought lo fully engage all Stales in the development of lh is policy and 
have provided opportunities for your State lo provide comments, feedback and improvements throughout 
the developmeni process. Mosl recently, your rail agency slafTwas provided this policy in draft fonn fbr 
comment on June 23, 2011 and in final drafi form on -August 12. 2011. 

We arc now asking for your concurrence wilh this policy. Concurrence with this policy docs nol obligate 
your Stale to a specific future funding amount or level of .sei"viee. However, concurrence docs indicate 
your acceptance of lhe methodology and policy as the ruling basis for any contract wilh Amlrak for 
Seetion 209 .services, with the understanding that such policy wil l govern .Amtrak's pricing for such 
services beginning on October 1. 2013. Between now and then. .Amlrak wil l conlinue to work with your 
State's rail statTto develop .specific service altematives and agrccmenls for routes in your State that are 
affected by Section 209. 
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-Amlrak and the SWG"s priority has been to develop a policy m a collaborative way, since fiiilure to reach 
voluntary agreement between -Amlrak and the relevani Slates on this policy will trigger the piovisions of 
Subsection 209(c) which require that the U.S. Surface Transportation Board (S TB) determine the 
appropnate methodology and require its Tull implementation by lhe parties wilhin one year oflhe STB's 
decision. Once the policy voluntarily adopted by the parties or imposed by the STB has taken eflect, 
Amlrak will only conlinuc lo operate Section 209 services that are governed by funding agreements wilh 
Slates that are consistent with the policy. 

While the original statutory deadline to reach agreemeni on the policy of October 16. 2010 was not met. 
extension agreements between .Amlrak. SCORT. and SPRC afforded us the opportunity to continue to 
develop the sound policy structure proposed in this transmittal, 'fhese agreements lo extend negotiations 
expired on June 16, 2011 and the parties are now free lo petition the STB to determine the methodology. 
It remains our hope that we will reach voluntary concurrence on this policy and avoid turning lo the S'TB 
for resolution oflhis important matter. 

To that end. we request your concurrence wilh the policy by you or your designee signing this leller and 
returning it lo the above address by Sepiember 30, 2011. Upon receipt of your reply and olher states, we 
will transmit the results to the S'TB. 

We look forward to the swifl conclusion oflhis important process. Amlrak deeply appreciates your 
support of intercity passenger rail service and the conlribulions made by your Slate in developing this 
policy. We, and the States wilh which this propo.scd policy was developed, recogni/e that implementing 
this policy may present significant challenges I'or some States, especially given lhe curreni economic 
climate, bul are confident thai il represenls a ihoughlful and fair approach ihat responds to the 
requirements oflhe law. Our partnership with your State is of vital importance to .Amtrak and we will 
endeavor lo work collaboralively wilh you on the successful implementation oflhis policy, or such other 
policy as may be ordered by the S'TB. and strive towards the continuation and improvemcnl of all of 
loday's Amlrak Section 209 services. 

Sincerely. 

fhomas C. Carper 

Chairman. .Amtrak Board o f Directors 

ACCEPTED AND AGREED 

Dale: 

By: 

Title 
interim Executive Director 

cc: William Glavin. Director. Rail Division. Texas Departmenl ofTransportation 
Jo.seph II. Boardman. Presideni and CLO, Amtrak 
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September 1,2011 

The I lonorable Peter Shumlin 
Governor of Vermont 
109 State Sired 
Pavilion Office Building 
Montpelier, VT 05609^ 

Dear Governor Shumlin: 

This letter serves to officially transmit the proposed cosl sharing methodology and accompanying policy 
developed by Amtrak and the Seclion 209 Stale Working Group (SWG) as required under Seclion 209 of 
the Passenger Rail Investment and Improvement -Act of 2008 (PRIIA. Public Law 110-432. Division B). 
Section 209 of PRII.A requires that the Amtrak Board of Directors and relevani States collaboratively 
develop a common methodology for cslablishing and allocating operaling and capilal cosls belween the 
parties for all intercity passenger train services operated by .Amtrak on routes less lhan 750 miles outside 
the Boston-Washingion Northeast Corridor, known herein as "Seclion 209 services"'. In your Slalc, the 
Seclion 209 services include the Ethan .Allen Express and the Vermonter Amtrak corridor roules, as we 
identified in our February 4. 2011 letter lo Brian Searlcs. Secretary o f fransportation. Vermont .Agency of 
'Transportation. 

'The propo.sed methodology, captured in the attached Section 209 policy, has been cooperatively 
developed belween Amlrak and the States over the past year and a half Through the SWG. comprised of 
represenlalives from California, Maine. North Carolina, Virginia, and Wisconsin appointed by the 
.American Association of Slate Highway and Transportalion Officials' Standing Committee on Rail 
Transportalion (SCORT) and lhe States for Passenger Rail Coalition (SPRC). -Amlrak and the Slalcs have 
worked hard to create a common and transparent cost sharing methodology which will apply to all roules 
equally, ensuring that all States are compensating .Amlrak in a like manner foi like services. 'Through 
national, regional, and individual meetings wilh all impacied Stales, plus extensive outreach efforts 
undertaken by the SWG, we have sought lo fully engage all States in the development oflhis policy and 
have provided opportunities f"or your Stale to provide comments, feedback and improvements ihroughout 
the development process. .Most recently, your rail agency slafTwas provided this policy in draft form for 
comment on June 23, 2011 and in final drafi form on August 12, 2011. 

We are now asking fbr your concurrence wilh this policy. Concurrence with this policy docs nol obligate 
your State to a specific future f"unding amouni or level of .service. I lowever, concurrence does indicale 
your acceptance of" the methodology and policy as the ruling basis for any contract with Amlrak for 
Seclion 209 services, wilh the understanding that such policy will govern Amlrak's pricing for such 
services beginning on October 1, 2013. Between now and then. .Amlrak will conlinue lo work with your 
Slate's rail stall"lo develop specific service allernalivcs and agreements for routes in your State that are 
affected bv Seeiion 209. 
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The llonorahic Pclcr Shiimhn 
PaiJic 2 
Scplcmhcr I. 2011 

-Amlrak and the SWG"s priority has been to develop a policy in a collaboraiive way. since failure lo reach 
voluntary agreement between Amtrak and the relevant States on this policy will trigger the provisions of 
Sub.section 209(e) which require that the U.S. Surface Transporiation Board (S1 B) delermine lhe 
appropriale mclhodology and require ils full implementation by the parties within one year of the S'fB's 
decision. Once the policy volunlarily adopted by the parties or imposed by the S'fB has taken effect. 
.Amlrak will only conlinue lo operate Seclion 209 scniccs that arc govemed by funding agreements with 
Stales that arc consislenl wilh lhe policy. 

While the original statutory deadline to reach agreement on the policy of Oeiober 16. 2010 was not mel. 
extension agreeinenls belween .Amlrak, SCORT, and SPRC af"f"orded us the opportunity lo continue to 
develop the sound policy .structure proposed in this transmillal. These agreemenls lo extend negolialions 
expired on June 16, 2011 and the parlies are now free lo petilion the STB to determine the methodology. 
Il remains our hope that we will reach voluniaiy concurrence on this policy and avoid tuming lo the Sf B 
for resolution oflhis important mailer. 

'To that end, we request your concurrence wilh the policy by you or your designee signing this letter and 
returning il lo the above address by Sepiember 30. 2011. Upon receipt of your reply and olher .states, we 
will transmit the results lo the STB. 

We look forward to the swifi conclusion oflhis important process. .Amtrak deeply appreciales your 
support of intercity pas.senger rail service and the conlribulions made by your State in developing this 
policy. Wc. and the States with which this propo.sed policy was developed, recognize that implemenling 
this policy may present significant challenges i"or some States, especially given the curreni economic 
climate, bul are confident that il represents a Ihoughlful and fair approach that responds to the 
requirements oflhe law. Our partnership with your State is of vital importance lo Aintrak and we vvill 
endeavor to work collaboralively wilh you on the successful implementation oflhis policy, or such olher 
policy as may be ordered by the STB. and slrive lowards lhe continuation and improvemcnl of all of 
loday's Amtrak Section 209 services. 

Sincerely. 

'Thomas C. Carper 
Chairman. Amtrak Board o f Director.^ 

ACCEP TED AND AGREED 

Date: 

By: 

Tillc: 
Govemor or Governor's Designee 

cc: Brian Searles, Secretary, Vermont -Agency ofTransportation 
Joe Flynn, Rail Direcior. Vermont Agency o f Tran.sportalion 
Joseph H. Boardman, Presideni and CEO. Amtrak 
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A A A T R A K 

September 1.2011 

The Honorable Robert McDonnell 
Governor of Virginia 
State Capitol 
Third Floor 
Richmond. VA 23219 

Dear Governor .VlcDonnell: 

This leller serves lo officially transmit the propo.sed cost sharing methodology and accompanying policy 
developed by Amtrak and the Section 209 Slalc Working Group (SWG) as required under Seclion 209 of 
the Passenger Rail Inveslment and Improvement Acl of 2008 (PRIIA, Public Law 110-432. Division B). 
Seclion 209 of PRIIA requires that the Amtrak Board of Directors and relevani States collaboratively 
develop a common methodology for establishing and allocating operating and capilal cosls between the 
parties for all intercity passenger train services operated by Amlrak on roules less than 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "Seclion 209 services". In your State, the 
Seclion 209 services include the Newport News Service and Lynchburg Service Amlrak corridor routes, 
as we identified in our Tebruary 4, 2011 letter to fhelma Drake, Director. Virginia Department of Rail 
and Public Transportation. 

The proposed methodology, captured in the attached Seclion 209 policy, has been cooperatively 
developed belween .Amlrak and the Stales over the pa.st year and a half Through the SWG, comprised of" 
representatives from California. Maine. North Carolina. Virginia, and Wisconsin appointed by the 
American Association of State Highway and Transportalion Ofiicials" Standing Commillee on Rail 
Transportation (SCOR'T) and the States for Passenger Rail Coalition (SPRC). .Amlrak and the Stales have 
worked hard lo creale a common and transparent cosl sharing methodology which will apply to all routes 
equally, ensuring that all Stales are compensating Amlrak in a like manner for like services, fhrough 
national, regional, and individual meetings wilh all impacied Slates, plus extensive outreach efforts 
undertaken by the SWG, we have sought lo fully engage all States in the development oflhis policy and 
have provided opportunities f"or your State to provide cominents. f"cedback and improvements throughoul 
the development process. .Most reccnlly. your rail agency slafTwas provided this policy in drafi form for 
comment on June 23. 2011 and in final drafi fonn on August 12. 2011. 

We are now asking l"or your concurrence wilh this policy. Concurrence with this policy does not obligate 
your State lo a specific fulure funding amount or level of service. However, concurrence does indicate 
your acceptance oflhe methodology and policy as the ruling basis f"or any contraci wilh -Aintrak for 
Seclion 209 services, with the understanding that such policy will govem Amlrak's pricing for such 
.services beginning on October 1, 2013. Between now and then, Aintrak will conlinue to work wilh your 
Stale's rail slalTlo develop specific service altematives and agreements for routes in your State that are 
affected by Section 209. 
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The llonorahic Roheil McDonnell 
P'lfi^-: 
.Scplcmhcr I. 2011 

.Amtrak and the SWG's priority has been to develop a policy in a collaborative way, since failure lo reach 
voluntary agreement belween .Amtrak and lhe relevant States on this policy wi l l iriggcr the provisions ol" 
Subsection 209(e) which require that the U.S. Surface Transportation Board (S'TB) detennine the 
appropriale methodology and require ils full implementation by the parties wilhin one year of the STB's 
decision. Once the policy volunlarily adopted by the parties or imposed by the S TB has laken effect. 
Amtrak wi l l only conlinue to operaic Section 209 .sei\'ices that are govemed by funding agreemenls with 
States that are consistent wilh lhe policy. 

While the original .statutory deadline to reach agreement on the policy of October 16. 2010 was nol met. 
extension agreements between .Amtrak. SCOR'T, and SPRC afforded us the opportunity lo continue to 
develop the .sound policy slruclurc proposed in this iransmillal. These agrccmenls lo extend negotiations 
expired on June 16, 2011 and the parties are now t"rec lo petition the STB lo detennine the mclhodology. 
Il remains our hope that we wil l reach voluntary concurrence on this policy and avoid turning to the S'fB 
for resolution of" this important matter. 

To that end, we request your concurrence vvith the policy by you or your designee signing this leller and 
reluming it to the above address by Sepiember 30. 2011. Upon receipt of your reply and other states, we 
wil l iransmil the results lo the STB. 

Wc look forwaid to the swift conclusion of lh is imporlanl process. Amlrak deeply appreciales your 
support of intercity pas.scnger rail service and the conlribulions made by your Slalc in developing ihis 
policy. Wc, and the Stales wilh which this propo.sed policy was developed, recognize that implementing 
this policy may present significant challenges for .some States, especially given the curreni economic 
climalc, bul are confident that i l represents a lhoughlf"ul and fair approach ihal responds lo the 
requirements ofthe law. Our partnership vvith your Stale is of vital importance to Amtrak and wc vvill 
endeavor to work collaboralively wilh you on the successful implementation of lhis policy, or such other 
policy as may be ordered by the STB. and strive lowards the continuation and improvement of all of 
today's .Amtrak Section 209 sen'iccs. 

Sincerely. 

Thomas C. Carper 

Chairman. Amtrak Board o f Directors 

ACCEPTED AND AGREED 

Date-

By: 

Title 
Govemor or Governor's Designee 

cc: Thelma Drake, Direcior, Virginia Department of Rail and Public 'Transportation 
Kevin Page. Chief of Rail Transportalion. Virginia Department of Rail and Public 'Transportation 
Joseph Tl. Boardman, Presideni and CEO. .Amlrak 
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A A A T R A K 

September 1.2011 

The I lonorable Chris Gregoiie 
Govemor of Washingion 
Office oflhe Govemor 
P.O. Box 40002 
Olympia, WA 98504-0002 

Dear Governor Gregoirc: 

•fhis leller serves to officially transmit the proposed cost sharing mclhodology and accompanying policy 
developed by Amlrak and the Seclion 209 Stale Working Group (SWG) as required under Section 209 of 
the Passenger Rail Inveslmenl and Improvemcnl Acl of 2008 (PRIIA, Public Law 110-432, Division B). 
Seclion 209 of PRIIA requires ihal the Amtrak Board of Directors and relevani States collaboratively 
develop a common methodology for establishing and allocating operating and capital costs between the 
parties f"or all intercity pas.senger irain services operated by -Amlrak on routes less than 750 miles outside 
lhe Boston-Washingion Northeast Corridor, known herein as "Section 209 services". In your State, the 
Section 209 service includes the Cascades Amlrak corridor roule. as we identified in our Februaiy 4. 
2011 letter to Paula J. Hammond. Seerclary. Washingion State Departmenl of Transportalion. 

'The proposed methodology, captured in the attached Section 209 policy, has been cooperatively 
developed between -Amlrak and the States over the pa.sl year and a half Through the SWG. comprised of 
representatives from Califomia, Maine. North Carolina, Virginia, and Wisconsin appointed by the 
.American Associalion of Stale 1 lighway and 'Transportation Officials' Standing Committee on Rail 
Transportation (SCOR'T) and the States for Passenger Rail Coalition (SPRC), -Amtrak and the Slalcs have 
worked hard lo creale a common and transparent cosl sharing methodology which will apply lo all routes 
equally, ensuring that all Stales are compensating Amlrak in a like manner for like services. Through 
national, regional, and individual meetings with all impacted Slates, plus extensive outreach efforts 
undertaken by the SWG. we have .sought lo fully engage all Stales in the development oflhis policy and 
have provided opportunities for your State to prov ide comments. f"eedbaek and improvements throughout 
the development process. .Vlost recently, your rail agency .slafTwas provided this policy in drafi form for 
comment on June 23. 2011 and in final drafi form on August 12. 2011. 

We are novv asking f"or your concurrence with this policy. Concurrence wilh ihis policy does nol obligale 
your Stale lo a specific fulure funding amount or level of .service However, concurrence does indicale 
your acceptance oflhe mclhodology and policy as the ruling basis for any contract with -Amlrak for 
Section 209 .services, wilh the understanding thai such policy will govern Amlrak's pricing fbr such 
services beginning on October 1, 2013. Between now and then, Aintrak will conlinuc to work with your 
State's rail slaff lo develop specific service altematives and agreements for routes in your Stale that are 
affecled bv Seetion 209. 
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Amlrak and the SWG's priority has been lo develop a policy in a collaborative way. since failure to reach 
voluntary agreement between Amlrak and the relevani States on this policy will trigger the provisions of 
Subsection 209(c) which require that the U.S. Surface Transportation Board (S'fB) determine the 
appropriate incthodology and require ils full implementation by the parties within one year oflhe S'TB's 
decision. Once the policy voluntarily adopted by the parties or impo.sed by the S'TB has taken effect, 
.Amtrak will only continue to operate Section 209 .senices that are governed by l"unding agreements wilh 
States that are consistent with the policy. 

While the original .statutory deadline to reach agreemenl on the policy of"October 16. 2010 was nol met. 
extension agreements between Amlrak, SCORT, and SPRC af"forded us the opportunity to conlinue to 
develop the sound policy slruclurc proposed in this transmittal, 'fhese agreements to extend negolialions 
expired on June 16. 2011 and the parties are now free to petilion the STB lo detennine lhe methodology. 
It remains our hope Ihal we will reach voluntary concuiTcnce on this policy and avoid turning lo the STB 
fbr resolution oflhis important matter. 

To that end. we request your concurrence wilh the policy by you or your designee signing this leller and 
reluming il lo the above address by September 30, 2011. Upon receipl of your reply and other .states, wc 
will Iransmil lhe resulls to the S'TB. 

Wc look foiward lo the swifi conclusion oflhis important process. Aintrak deeply appreciates your 
support of inlercily passenger rail .service and the contributions made by your State in developing this 
policy. Wc. and the Slalcs wilh which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges for .some Slates, especially given lhe curreni economic 
climate, bul arc confident that it represenls a ihoughlful and fair approach that responds to the 
requirements oflhe law. Our partnership wilh your Slate is of vilal importance lo Amlrak and we will 
endeavor to work collaboratively wilh you on the successful implementation oflhis policy, or such other 
policy as may be ordered by the S'TB. and strive lowards the coniinuaiion and improvement of all of 
loday's A\intrak Section 209 services. 

Sincerelv, 

% '(-Zo^Ot^ L ' C A ^ A L A — • 

Thomas C. Caiper 

Chairman. Amlrak Board o f f^irecUns 

ACCEPTED AND AGREED 

Date: 

By: 

Tillc 
Governor or (iovernor's Designee 

cc: Paula Hammond. Seerdaiy. Washingion Stale Department ofTransportation 
John Sibold. Slate Rail and .Marine Acting Director. Washington State DO'f 
Joseph II. Boardman. Presideni and CEO. -Amtrak 
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A A A T R A K 

September 1,2011 

The I lonorable Scoll Walker 
Governor of Wisconsin 
115 Easl Stale Capilol 
Madison 
.Madison. WI 53707 

Dear Governor Walker: 

fhis lelter serves to officially Iransmil the proposed cosl sharing mclhodology and accompanying policy 
developed by Amlrak and the Seclion 209 Slalc Working Group (SWG) as required under Seclion 209 of 
the Passenger Rail Inveslment and Improvemcnl Acl of 2008 (PRIIA. Public Law 110-432, Division B). 
Seclion 209 of PRIIA requires thai the Amlrak Board of Directors and relevani Stales collaboratively 
develop a common methodology for establishing and allocating operating and capital costs between the 
parties for all intercity passenger train .services operated by Amlrak on routes less lhan 750 miles outside 
the Boston-Washinglon Northea.sl Corridor, known herein as "Seetion 209 services". In your State, the 
Seclion 209 service includes the Hiawatluis Amlrak corridor roule as we identified in our February 4. 
2011 letter to Mark Gottlieb. Secretary. Wisconsin Department ofTransportation. 

The propo.sed methodology, captured in the attached Seclion 209 policy, has been cooperatively 
developed belween Amlrak and the Slalcs over the pasi year and a half Through lhe SWG. comprised oT 
represenlalives from California, Maine. North Carolina. Virginia, and Wisconsin appoinled by the 
•American .Association of Stale Highway and Transportalion Officials' Standing Committee on Rail 
'Transportation (SCORT) and the States for Passenger Rail Coalition (SPRC), Amlrak and the Slates have 
worked hard to creale a common and transparent cost sharing incthodology which will apply lo all roules 
equally, ensuring that all States are compensating .Amtrak in a like manner tbr like .services. Through 
national, regional, and individual meetings with all impacted Stales, plus extensive outreach ef"f"orts 
undertaken by the SWCi. we have sought to f"ully engage all States in the development oflhis policy and 
have provided opportunities for your State lo provide cominents. feedback and improvements throughout 
the developmeni process. Mosl recently, your rail agency .staff was provided this policy in drafi fonn tor 
comment on June 23. 2011 and in final drafi f"orin on August 12. 2011. 

We are now asking for your concuiTcnce with this policy. Concurrence with this policy docs nol obligale 
your Slalc to a specific future funding amount or level of service However, concurrence does indicale 
your acceplancc ofthe methodology and policy as the ruling basis l"or any contract with .Amlrak l"or 
Seclion 209 .sen-ices, wilh the understanding that such policy will govem Amtrak's pricing for such 
services beginning on October 1, 2013. Between now and then, Amlrak will continue to work with your 
Slalc"s rail slalVlo develop specific service allernalivcs and agreements for routes in your State that are 
affecled bv Section 209. 
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The llonorahic Sioll H'alkcr 
PaKc 2 
Scplcmhcr I. 2011 

Amlrak and the SWG's priority has been to develop a policy in a collaborative way. since failure lo reach 
voluntar>' agreement belween .Amlrak and the relevant Stales on this policy will irigger lhe provisions of 
Subsection 209(c) which require that the U.S. Surface Transportation Board (S'TB) determine the 
appropriate incthodology and require ils full implementation by the parties wilhin one year oflhe S'TB's 
decision. Once the policy voluntarily adopted by the parlies or imposed by the S'TB has laken effect, 
.Amlrak will only conlinue lo operate Seclion 209 sen-ices that are govemed by funding agreemenls wilh 
Stales that are consi.slcnt wilh the policy. 

While the original slalulory deadline lo reach agreement on the policy of October 16. 2010 was not met. 
extension agreements between Amlrak, SCORT, and SPRC af"t"orded us the opportunity lo continue lo 
develop lhe sound policy slruclurc proposed in ihis iransmillal. 'fhese agrccmenls to extend negolialions 
expired on June 16, 2011 and the parties arc now free to petition the SIB to determine the methodology. 
It remains our hope that wc will reach voluntaiy concurrence on ihis policy and avoid turning to the S'TB 
for resolution oflhis important matter. 

To that end, we request your concurrence wilh the policy by you or your designee signing this leller and 
reluming it to the above address by Septeinber 30. 2011. Upon receipl of your reply and oiher slalcs. wc 
will Iransmil the resulls lo the S'fB. 

We look forward to the swifi conclusion oflhis important process. .Amlrak deeply appreciates your 
support of intercity passenger rail .service and the contributions made by your Slate in developing this 
policy. We. and the Stales wilh which this proposed policy was developed, recogni/c ihal implementing 
this policy may present significanl challenges for some States, especially given the current economic 
climate, but are confident that il represents a ihoughlful and fair approach that responds to the 
requiremenls oflhe law. Our partnership wilh your Stale is of vital importance lo .Amlrak and we will 
endeavor to work collaboratively wilh you on lhe successful implemenlalion oflhis policy, or such other 
policy as may be ordered by the S'fB, and strive towards the continuation and improvement ol"all ol" 
today's -Amlrak Seetion 209 services. 

Sincerely, 

Thomas C. Carper 

Chairman. .Amtrak Board ofDirecUns 

.ACCEPTED AND AGREED 

Date: 

By: 

Tille: 

cc: 

Governor or Governor's Dcsiiince 

Mark Gottlieb, Secretary, Wisconsin Department ofTransportation 
Ron Adams. Bureau ofTiansit, Local Roads. Railroads and Harbors. Wisconsin DOT 
Joseph Tl. Boardman. Presideni and ChO. .Amlrak 
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NAIIONAL HAILROAD PASSENCIR CORPORATION 

A A A T R A K 

September 1,2011 

The Honorable Paul LePage 
(jovernor of Maine 
it\ State House Station 
Augusta, ME 04333 

Dear Governor LePage: 

This letter serves to officially transmit the proposed cost shariiig methodology and accompanying policy 
developed by Amtrak and the Section 209 State Working Group (SWG) as required under Section 209 of 
the Passenger Rail Investment and Improvement Act of 2008 (PRIIA, Public Law 110-432, Division B). 
Seclion 209 of PRIIA requires that the Amtrak Board of Directors and relevant States collaboratively 
develop a common methodology for establishing and allocating operating and capital costs between the 
parties for all intercity passenger train services operated by Amtrak on routes less than 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "'Section 209 services". In your State, the 
Section 209 service includes the Downeaster Amtrak corridor route, as we identified in our February 4, 
2011 letter to Martin Eisenstein, Chairman ofthe NNEPRA Board, and David Bemhardt, Comissioner, 
Maine Department ofTransportation. 

The proposed methodology, captured in the attached Section 209 policy, has been cooperatively 
developed bctvveen Amtrak and the States over the past year and a half. Through the SWG, comprised of 
representatives from Califomia, Maine, North Carolina, Virginia, and Wisconsin appointed by the 
American Association of State Highway and Transportation Officials' Standing Committee on Rail 
Transportation (SCORT) and the States for Passenger Rail Coalition (SPRC), Amtrak and the States have 
worked hard to create a common and transparent cost sharing methodology which will apply to all routes 
equally, ensuring that all States are compensating Amtrak in a like manner for like services. Through 
national, regional, and individual meetings with all impacted States, plus extensive outreach efTorts 
undertaken by the SWG, we have sought to fully engage all States in the development of this policy and 
have provided opportunities for your State to provide comments, feedback and improvements throughout 
the development process. Mosl recently, your rail agency staff was provided Ihis policy in drafi form for 
comment on June 23,2011 and in final draft form on August 12,2011. 

We are now asking for your concurrence with this policy. Concurrence with this policy does not obligate 
your State to a specific future fimding amount or level of service. However, concurrence does indicate 
your acceptance ofthe methodology and policy as the ruling basis for any contract with Amtrak for 
Section 209 services, with the understanding that such policy will govern Amtrak's pricing for such 
services beginning on October 1,2013. Between now and then, Amtrak will continue to work with your 
State's rail staff to develop specific service alternatives and agreements for routes in your State that are 
affected by Section 209. 

Declaration of Maximil ian R. Johnson - Exhibit W (1) 



A A A T R A K 

Pie Honorable Paul LePage 
Page 2 
Sepiember I. 2011 

Amtrak and the SWG's priority has been to develop a policy in a collaborative way, since failure to reach 
voluntary agreement between Amtrak and the relevant States on this policy vvill trigger the provisions of 
Subsection 209(c) which require that the U.S. Surface Transportation Board (S'TB) determine the 
appropriate methodology and require its full implementation by the parties within one year ofthe STB's 
decision. Once the policy volunlarily adopted by tlie parties or imposed by the STB has taken effect, 
Amtrak will only continue to operate Section 209 services that are governed by funding agreements with 
States that are consistent with the policy. 

While the original statutoiy deadline to reach agreement on the policy of October 16, 2010 was not met, 
extension agreements between Amtrak, SCORT, and SPRC afTorded us the opportunity to continue to 
develop the sound policy structure proposed in this transmittal. These agreements to extend negotiations 
expired on June 16,2011 and the parties are now free to petition the STB to determine the methodology. 
It remains our hope that we will reach voluntary concurrence on this policy and avoid tuming to the STB 
for resolution of this important matter. 

To that end, we request your concurrence with the policy by you or your designee signing this letter and 
retuming it to the above address by September 30, 2011. Upon receipt of your reply and other states, we 
will transmit the results to the STB. 

We look forward to the swift conclusion oflhis important process. Amtrak deeply appreciates your 
support of intercity passenger rail service and the contributions made by your State in developing this 
policy. We. and the States with which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges for some States, especially given the current economic 
climate, but are confident that it represents a thoughtful and fair approach that responds to the 
requirements ofthe law. Our partnership with your State is of vital importance to Amtrak and we will 
endeavor to work collaboratively with you on the successful implementation of this policy, or such other 
policy as may be ordered by the STB, and strive towards the continuation and improvement of all of 
today's Amtrak Section 209 services. 

Sincerely, 

* ^ 
Thomas C. Carper 
Chairman, Aintrak Board of Directors 

Pz,fyfUt/,6 &*fjt^ 

ACCEPTED AND AGREED 

9-^3-H 
"_v_^ 

Title: C> Orryv'^^' S *a i <a n g «~-
Governor or Govemor's Designee 

cc: David Bernhardt. Commissioner, Maine Department ofTransportation 
Martin Fiscnstein, Chaimian, NNEPRA 
Joseph H. Boardman, President and CHO, Amtrak 
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www dot wisconsin.gov 

Scott Walker 
Governor 

September 14, 2011 

Mark Gottlieb, P E. 
Secretary 

Office of the Secretary 
4802 Stieboygan Avenue, Room 120B 
PO Box7910 
Madison. Wl 53707-7910 

Telephone 608-266-1113 
FAX. 608-266-9912 
E-mail: sec.exec@dot.wi.gov 

Thomas C. Carper 
Chairman 
Amtrak Board of Directors 
60 Massachusetts Avenue, NE 
Washington, DC 20002 

Dear Mr. Carper: 

Attached you will find Wisconsin's concurrence with the Section 209 policy outlined and 
attached to your September 1, 2011 letter. 

Sincerely, 

lark Gottlieb, P.E. 
Secretary 

cc: Governor Scott Walker 
Joe Boardman, President and CEO, Amtrak 
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A M I T R A M 

September 1,2011 

Tiic Honorable Scott Walker 
Governor o f Wisconsin 
115 lia.st State Capitol i^'/ /•, 
Madison f- j - ) j . 
Madi.son, WI 53707 ' ' 

Dear CJovcinor Walkei: 

This leller sci vcs to officially fraiisinit the proposed cost sharing methodology and accompanying policy 
developed by Amlrak and the Seclion 209 State Woiking Gioup (SWG) as required under Section 209 of 
the Passengci Kail Investment and Improvement Acl of 2008 (PRIIA, Public Law 1 i 0-432, Division B). 
Section 209 of PRIIA lequiies Ihat the Amtrak Boaid of Directois and relevant States coliaboiatively 
develop a common methodology for establishing and allocating opeiating and capital cosls between the 
parlies for all intercity pa.':sengcr train seivices opeiatcd by Amlrak on routes less than 750 milcs outside 
lhe Boston-Washington Northeast Coiiidoi, known herein as "Section 209 services". In your State, the 
Seclion 209 scivice includes lhe 7:/«/ii'r////crj Aintrak conidor route, as we identified in ourFcbiiiaiy 4, 
2011 letter to Mark Gottlieb, Seciclary, Wisconsin Department of Transporialion. 

The proposed inclliodology, captured in liic attached Section 209 policy, has been coo|3eraliveIy 
developed belween Amtrak and the States over Ihc past year and a half. Through the SWG, compiised of 
representatives from California, Maine, Noitli Carolina, Virginia, and Wisconsin appointed by lhe 
American Association of Slate Highway and Transportalion Officials' Standing Committee on Rail 
Tiansportation (SCORT) and the Stales for Passenger Rail Coalition (SJ'RC), Amlrak and lhe Slates have 
woiked hard fo create a common and fianspaicnl cost sharing methodology which will apply lo all loutos 
equally, ensuring lliat all Stales are compensating Amtrak in a like inannei for like .seivices. Thiough 
national, regional, and individual nieclings wilh all impacted Stales, plus extensive outreach efforts 
undertaken by Ihc SWG, wc have sought to fully engage all States in the development of this policy and 
have provided opportunities foryoiii Slate lo piovide coniments, feedback and improvements lliioughoiit 
the development pioccss. Most icccntly, your lail agency staff was provided this policy in draft form for 
comment on June 23, 2011 and in fTiial diai^ fbim on August 12,2011. 

We are now asking for your concurrence with this policy. Concui renee with this policy does not obligate 
your Slalc to a specific futuie funding amount or level of seivice. However, concunence docs indicate 
your acceptance ofthe methodology and policy as the ruling basis for any contract wilh Amtrak for 
Section 209 seivices, with the under.standing that such policy will govem Amlrak's piicing for such 
seivices beginning on Octoljcr 1. 2013. Between now and llieii, Ainliak will conlinuc lo woik wilh your 
State's mil .staff lo develop specific service alternatives and agreemenls for routes in j'our Slate that arc 
affected by Seclion 209. 
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A I M T R A K 

Tl)e Honorable ScoU Walker 
Page 2 
.Sepiember I. 2011 

Amlrak and the SWG's piioiity has been lo develop a policy in ucollaboiative way, since failure to leach 
voluniaiy agieement belween Ainliak and the relevani Slates on Ihis policy will trigger the piovisions of 
Sub.section 209(c) which require that the U.S. Surface Tiansportation Board (S'l'B) dclciininc the 
appiopiiate methodology and lequiie ils full implementation by the parlies wilhin one year oflhe STB's 
decision. Once the policy volunlaiily adoplcd by the parties oi imposed by lhe S I'B has taken effect, 
Amlrak will only continue to operate Section 209 seivices Ihal arc governed by funding agieemenls with 
Stales that aie consislenl with the policy. 

While Ihooiiginal statutory deadline to reach agieement on fhe policy of October 16, 2010 was not met, 
extension agieemenls belween Amtiak, SCORT, and SPRC affoidcd us lhe opporlunily lo conlinuc to 
develop the sound policy stiuctinc pioposed in this Iransinittal. These agreements fo extend negotiations 
expired on .lune ] 6, 2011 and the pailies are now free to pelition the STB to delermine the methodology. 
Tt rcmain.s out ho])c that we will leach voluntary concurrence on this policy and avoid turning lo the STB 
for rcsolnlion of this important matter. 

To that end, we request your concurrence with the policy by you or your designee signing this letter and 
retuming it to the above address by September 30,2011. Upon receijit of your reply and other stales, we 
will transmit the results to the STB. 

We look forward to the swifl conclusion of this important process. Amtrak deeply appreciates your 
support of intercity passenger rail seivice and the contributions made by youi Stale in developing this 
policy. Wc, and the States with which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges for some States, especially given the cunent economic 
climate, but are confident that it represents a Ihoughlful and fair approach thai responds to the 
requirements ofthe law. Our partnership with your State is of vital importance to Aintrak and we will 
endeavor lo work collaboratively with you on the successful implemenlalion of this policy, or such other 
policy as may be ordered by the STB, and stiive towards the continuation and improvement of all of 
today's Amliak Section 209 services. 

Sincerely, 

fhomas C. Carper 

Chairman, Amtrak Board of Directors 

ACCEPTED AND AGREED 

Dale: _ 9 - H Z o h 

By: 

Title: SBCrt:b\Vy >^1 ScoyxSiyx ^^OV 
Governor or Governoi 's Designee 

cc: Maik Golllieb, Sccrelaiy, Wisconsin Department of Tiansportation 
Ron Adams, Buicau of Tiansil, Local Roads, Railroads and Haibors, Wisconsin DOT 
Joseph 11. Boaidinan, President and C1£0, Amtrak 
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September 1.2011 

llie Honorable Bev Perdue 
Govemor of North Carolina 
Office ofthe Governor 
20301 Mail Service Center 
Raleigh. NC 27699-0301 

Dear Governor Perdue: 

This letter serves to officially iransmil the proposed cost sharing methodology and accompanying policy 
developed by Amtrak and the Section 209 State Working Group (SWG) as required under Section 209 of 
the Passenger Rail Investment and Improvement Acl o.''200H (PRIIA. Public Law 110-432. Division Bl. 
Seclion 209 of PRIIA requires thai the Amlrak Board of Directors and relevant States collaboralively 
develop a common methodologv- for cslablishing and allocating operating and capital costs between the 
parties for all intercitv- passenger train sen'iccs operated by .Amtrak on roules less lhan 750 miles outside 
the Boston-Washingion Northeast CoiTidor. known herein as "Section 209 services"'. In your State, the 
Section 209 services include the Carolinian and the Piedmont Amtrak corridor routes, as wc identified in 
t)ur February 4. 2011 letter to Gene Conti. Secretary. North Carolina Department olTransportalioii. 

The proposed methodology, captured m the attached Section 209 policv'. has been cooperalivelv 
developed between /\mirak and the States over the past year and a half Through the SWG, compnsed of 
rcprcsenratives from California, Maine. North Carolina. Virginia, and Wiscoiibin appoinled by the 
.American .Association of Stale Highway and Transportation Officials" Standing Commitlee on Rail 
Transportation (SCORT) and the States for Pass-engcr Rail Coalition (SPRC). .Amtrak and the Slates iiavc 
worked hard to creale a common and transparent cost sharing methodology which will apply lo all routes 
equally, ensuring thai all States ure compensating .Amlrak in a like manner for like services. Through 
national, regional, and individual meetings with all impacted Stales, plus extensive outreach effons 
undertaken b.v the SW(j. we have sought to ftilly engage all States in the development of fhis policy and 
have provided opportunities for your State lo provide comments, feedback and improvements throughout 
the development process. Most recently, your rail agency staff was provided this policy in draft fonn for 
comment on .lune 23. 2011 and in final draft fonn on August 12, 20n . 

Wc are now asking for your concurrence with lhI.̂  policy. Concurrence with this policy does nol obligate 
vour Slate lo a .specific fianire funding amouni or level ofservice However, concurrence does indicate 
>our acceptance ofthe methodology and policy as the ruling basis for any contract with -Amtrak for 
Section 209 services, with Ihc undcretanding that such policy will govern .Amlrak's pricing for sucli 
services beginning on October 1.2013. Between now and then. Amtrak will continue lo work vvith your 
State"s rail stafTto develop specific service alternatives and agreemcnUs for routo m vour Stale that are 
affecled by Seclion 209 
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'4r 
Vie Honorable liev Peiduc 
Page 2 
September !. 2011 

Amtrak and the SWG"s priority has been to develop a policy in a collaborative way. since failure ro reach 
voluntarv agreement between Amtrak and the relevant States on this policy will trigger the provisions of 
Sub.seciion 209(c) which require Ihat Ihc U.S. Surface Transportaticm Board (STBi detennine fhe 
appropriate methodology and require ils lull implementation by the parties vvithin one year ofthe STB's 
decision. Once the policy volunlarily adoplcd by the parties or imposed by the STB has taken effect, 
Amtrak will only continue lo operate Section 209 services that are governed by funding agreements vvith 
Siaics that arc consislent with the policy. 

While lhe onginal staiulorv' deadline to reach agreement on the policy of Oclobcr 16, 2010 was not met. 
extension agreements between Amlrak. SCORT, and SPRC afforded us the opportunity to continue to 
develop the sound policy structure proposed in this i)"ansmitla]. These agreements to extend negotiations 
expired on June 16. 2011 and the parlies arc now free to petition the STB to detennine the methodology. 
It remains our hojie that wc will reach voluntarv' concurrence on Ihis policy and avoid turning to the STB 
for resolution of diis important mailer. 

To Ihal end. we request your concurrence with the policy by you or your designee signing this letter and 
reluming it to the above address by September 30. 2011. Upon receipt of your reply and other states, wc 
wdl transmit the results to the STB. 

Wc look forward to the swift conclusion oflhis important process. Amtrak deeph' appreciates your 
support of intercity passenger rail service and the contributions made by your State in developing this 
policy. Wc. and the States with which this proposed pohcy was developed, recognize that implemenling 
this policy may present significant challenges for some States, especially given the cuiTcnt economic 
climate, but are confident that it represents a lhoughtf"ul and fair approach that responds to the 
requiremenls oflhe law. Our partnership with your State is of vital importance to Amtrak and we will 
endeavor to work collaboratively with you on the successful implementation of this policy, or such olher 
policy as may be ordered by the S f B, and strive towards the continuation and improvement of all of 
loday's .Amtrak Seclion 209 services. 

Sincerely. 

Thomas C. Carper 
Cliairman. Anirrak Board of Directors 

ACCHPlliD AND AGREED 

Date; 

By: 

Title: 
Ciovenior or governor's Designee 

CC" Eugene A. Conti, Secretary, .North Carolina Department of rransportalion 
Pal Simmons. Rail Division Direciot. North Carolina Department of'transponation 
Joseph H. Boardman, President and CEO, .Amtrak 
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September 1. 2011 

John A. Barton. Interim Executive Direcior 
fcxas Department of I ransportation 
125 r. Nth Street 
Austin. TX 78701 

Dear .Mr. Barton: 

This letter serves lo officialK transmit the proposed cost sharing methodologv and accompanv ing policv 
developed by Amlrak and the Seclion 209 Stale Working Group (SWG) as required under Section 209 of 
the Pa.sscnger Rail Investmenl and Improvement Act of 2008 (PRIIA. Public Law 110-432. Division B). 
Section 209 of PRIIA requires that the Amtrak Board of Directors and relevant States collaborativciv 
develop a common methodology for establishing and allocating operating and capital costs between lhe 
parties for all inlercily passenger train services operated by Amtrak on routes less than 750 milcs outside 
the Boston-Washingion Northeast Corridor, known herein as "Section 209 services". In your State, the 
Seclion 209 service includes lhe Heartland Flyer Amtrak corridor route, as we idenlilled in our February 
4. 2011 letter to Amadeo Saenz. Executive Director. Texas Department of Transportation. 

The proposed methodologv, captured in the attached Seclion 209 policy. ha.s been eoopcrativclv 
developed between Amtrak and the States over lhe past year and a half Through the SWG. comprised of 
representatives from Califomia. Maine. North Carolina. Virginia, and Wisconsin appoinled by lhe 
.American Associalion of Stale Highway and Transportation Officials" Standing Committee on Rail 
Transportalion (SCOR 1) and the States t"or Pa.ssenger Rail Coalition (SPRC). .Amtrak and the Stales have 
worked hard to creale a common and transparent cost sharing mclhodology which will applv to all routes 
equally, ensuring that all States are compensating Aintrak in a like manner for like services. Through 
national, regional, and individual meetings with all impacied Slates, plus extensive outreach ef"forts 
undertaken by lhe SWCi. we have sought to fully engage all States in the developmeni of this policy and 
have provided opportunities for your Slate to provide commenls, feedback and improvemenls throughout 
the developmeni process. Mosl recently, vour rail agency statTwas provided this policv in draft form for 
comment on June 23. 2011 and in final draft form on .August 12. 2011. 

We are now a.sking Ibr your concurrence wilh ihis policy. Concurrence with this policy does nol obligate 
your State lo a specific fulure funding amount or level of jicrvice. I lowever. concurrence does indicate 
your acceplancc ofthe methodology and policy a.s the ruling basis for any coniracl with Amtrak for 
Seclion 209 services, with the understanding that such policy will govern .Amtrak"s pricing for such 
services beginning on October 1. 2013. Between now and then. Amtrak vvill continue to work with vour 
Statc".s rail stafTio develop specific service alternatives and agreemenls t"or routes in your Slate that are 
at"f"ected bv Section 209. 
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Page 2 
Septemh"- ! 2011 

.Amtrak and lhe SWG"s priority has been to develop a policv in a collaborative vva\. since t"ailure to reach 
voluntarv agreemenl beiween Amtrak and the relevani Slates on this policy will trigger the provisions of 
Subsection 209(c) which require that the U.S. Surface Transportation Board (STB) determine the 
appropriale methodologv and require ils ftill implementation by the parties wilhin one year ofthe STB's 
decision. Once the policv voluniarilv adopted bv the parties or imposed by the S fB has taken effect. 
.Amtrak will only continue to operate Section 209 services that are governed bv ftinding agreements wilh 
Stales that are consi.stent with the policv. 

While the original slalutorv deadline lo reach agreement on the policv of October 16. 2010 \va^ not met. 
extension agreements between Amtrak. SCORT. and SPRC afTorded us the opportunity to conlinue lo 
develop the sound policy structure proposed in ihis transmittal. These agreements lo extend negotiations 
expired on June 16. 2011 and the parties are now free to petilion the S IB to determine the methodology. 
It remains our hope that we will reach voluntary concurrence on this policv and avoid turning to the STB 
for resolution oflhis important matter. 

fo that end. we request vour concurrence wilh lhe policy by vou or vour designee signing this letter and 
returning it tothe above address b> Sepiember 30. 2011. Lpon receipl of vour reply and olher slates, we 
will transmit lhe resulls lo the S'l B. 

We look forward to the swift conclusion oflhis iinportanl process. Amlrak deeply appreciates vour 
support of intercity passenger rail .service and the contributions made bv your State in developing this 
policv. We. and the Slates with which this proposed policv \\as developed, recognize that implementing 
this policv may present significant challenges for some Slates, cspeciallv given the current economic 
climate, but are confident thai il represenls a thoughtful and fair approach that responds to the 
requirements oflhe law. Our partnership wilh vour State is of vilal importance to Amlrak and we will 
endeavor to work collaboralivelv with vou on the successful implementation of this policy, or such other 
policy as may be ordered by the SI B. and strive lowards the continuation and improvemenl of all of 
loday's .Amtrak Section 209 services. 

Sincerelv. 

Thomas C. Carper 
Chairman, .Xmtrak Board o f Directors 

ACCEPTED AND AGREED 

Date: 2G ^ef^eiAJi&L fo/ / 

Bv: 

•fille: 
Interim Executive Director 

cc: William Glavin. Director. Rail Division, le.xas Department ofTransportation 
Joseph 11. Boardman. Presideni and CEO. .Amirak 
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HEADQUARTERS A A A T R A K 

September 1,2011 

The Honorable John A. Kil?haber, M.D. 
Governor of Oiegon 
State Capitol, Room 160 
900 Court St. N. 
Salem, OR 97101 

Dear Governor Kilzhaber: 

This letter serves to officially transmit the proposed cosl sharing methodology and accompanying policy 
developed by Amlrak and the Section 209 State Woiking Group (SWG) as required under Section 209 of 
the Passenger Rail Investment and Improveinent Acl of 2008 (PRIIA, Public Law 110-432, Division B). 
Section 209 of PRIIA requires that the Amtiak Board of Directois and relevant States collaboratively 
develop a common methodology for cslablishing and allocating operating and capital costs belween Ihc 
parlies for all intercity passenger train seivices operaied by Aintrak on routes less lhan 750 milcs outside 
the Boston-Washington Northeast Corridor, known herein as "Section 209 services". In your State, the 
Section 209 seivice includes the Cascades Amtiak corridor route, as wc identified in our Februaiy 4, 
2011 letter to Matthew Garielt, Director, Oregon Depaitment of Tianspoilation. 

The proposed methodology, captured in the attached Section 209 policy, has been cooperatively 
developed belween Amtiak and the Slates over the past year and a half Thiough the SWG, comprised of 
representatives from California, Maine, North Carolina, Viiginia, and Wisconsin appointed by the 
American Association of State Highway and Transportation Officials' Standing Committee on Rail 
Transportation (SCORT) and the States for Passenger Rail Coalition (SPRC), Amlrak and the States have 
woiked hard to create a common and tianspaient cost sharing methodology which will apply to all routes 
equally, ensuring that all Slates are compensating Amtrak in a like manner for like services. Through 
national, regional, and individual meetings with all impacted States, plus extensive outreach efforts 
undertaken by the SWG, we have sought to fully engage all States in the development oflhis policy and 
have provided opportunities for your Stale lo provide comments, feedback and improvements throughout 
the devclopnicnl process. Most recently, your rail agency slafl"was piovided Ihis policy in draft form for 
comment on June 23,2011 and in final draft fonn on August 12,2011. 

We aie now asking for your concurrence with this policy. Concunence wilh this policy does not obligale 
your Slaie to a specific futuie funding amount or level of service. However, concunence does indicale 
your acceptance ofthe methodology and policy as the ruling basis for any contract with Amtrak for 
Seclion 209 services, with the undci-slanding that such policy will govern Amtrak's pricing for such 
services beginning on October 1,2013. Between now and then, Amlrak will continue lo work wilh your 
Stale's rail staff to develop specific seivice alternatives and agreements for routes in your State that aic 
affecled by Section 209. 
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Amtrak and the SWG's priority has been to develop a policy in a collaborative way, since failure to reach 
voluntary agreemenl between Amlrak and lhe lelevant States on this policy will li iggcr the piovisions of 
Subscelion 209(e) which lequire that the U.S. Suiface Transportalion Board (S'TB) determine the 
appropriate methodology and require its full implementation by the parlies within one year oflhe STB's 
decision. Once the policy voluntarily adopted by the parlies or imposed by the STB has taken effect, 
Amtiak will only continue lo opeiale Section 209 seivices that are governed by funding agreements with 
States that are consistent with the policy. 

While the original statuiory deadline to reach agreement on the policy of October 16, 2010 was not met, 
extension agreements belween Amtrak, SCORT, and SPRC afforded us the opportunity to continue to 
develop the sound policy stiucture proposed in this transmittal. These agreements to extend negotiations 
expiied on June 16, 2011 and the paities are now free lo pelition the STB to detennine the methodology. 
It remains our hope that we will reach voluntary coneuirence on this policy and avoid turning to the STB 
for lesolulion of this important matter. 

To that end, we request your concurrence with the policy by you or your designee signing this letter and 
leturning it to the above address by September 30, 2011. Upon receipt of your reply and olher slates, we 
will iransmit the results to the S'TB. 

Wc look foiward lo the swift conclusion of this important pioccss. Amtiak deeply appreciates your 
support of intercity passenger rail service and the contributions made by your State in developing this 
policy. We, and the States with which this propo.scd policy was developed, recognize that implementing 
this policy may present significant challenges for some Slates, especially given the cunent economic 
climate, but are confident that it represents a Ihoughlful and fair approach that responds to the 
requiremenls ofthe law. Our partnership with your State is of vital importance to Amtiak and we will 
endeavoi to work collaboralively with you on the successful implementation oflhis policy, or such olher 
policy as may be ordered by Ihc STB, and strive towards the coniinuaiion and improvement of all of 
today's Amlrak Section 209 seivices. 

Sincerely, 

Thomas 13. Caiper 

Chairman, Amtrak Board of Directors 

ACCFPTED AND AGREED 

Date: 

r or Governor's Designee 

cc: Matthew Garrett, Direcior, Oregon Department of'flansportation 
Lana Cully, Inlerim Administialor, Oiegon Deparimenl of Tiansportation 
Joseph H. Boardman, President and CEO, Amliak 

Declaration of .Vlaximilian R. Johnson - Exhibit VV (5) 



S T A T E O F N E W Y O R K 

D E P A R T M E N T O F T R A N S P O R T A T I O N 

A L B A N Y . N.V. 1 2 2 3 2 

www M\i.rlfJt.go\ 

J O A N M C D O N A L D A N D R E W M CUOMO 

COMMISSIONER GOVERNOR 

September 29, 2011 

Thomas C. Carper 
Chairman, Amtrak Board of Directors 
National Railroad Passenger Corporation 
60 Massachusetts Avenue. NE 
Washington, DC 20002 

Dear Chairman Caiper: 

Thank you for your recent letter transmitting the proposed cost sharing methodology 
policy to comply with Seclion 209 of PRIIA. The New York Slate Department ofTransportation 
(NYSDOT) iccogni/cs bolh the imporluiice and significance of this cost sharing methodology 
and musl also balance ils impact in a way that clfeclively meets lhe needs oflhe state. 

New York appreciates and has contributed towards the diligent efforts of tiic Section 209 
Suite Working Gioup and Amtiak in developing lhe mclhodology over the past ycai. We believe 
the resulting methodology allocates opeiating costs and revenues lo lhe stales in a ftiir and 
equitable manner, consistent wiih the statutory mandate. However, we also recognize that a 
nalional policy can not possibly encompass all Ihc unique issues and circumstances which exist 
in lhe relationships between Amtrak and the individual slalcs. 

For example, ihcic are outstanding contractual obligations between Amtrak and New 
York for the operation and maintenance of state-funded capilal invesiments thai differ from (he 
terms of the Section 209 policy. We believe that the lerms of these contracts v.'ill conlinue to 
govern unlil Ihcy expire, at which point the Section 209 policies would supplant the coniraclual 
terms. 

We are also concerned that al this point in time, wc cannot demonstrate to our leaders and 
lhe public that the state will get something new in inlercily passenger rail service for the 
significant inciease in slate funding that will result from the implementation of this policy. At a 
minimum, the Stale would requiie a decision-making role in all aspects of Empire Corndor and 
.Adirondack Corridor services, including service levels and schedules, fares, operaling costs and 
capital investments. 

Consequently. NYSDOT recognizes the Seclion 209 policy as a cost and revenue 
allocation policy consistent with federal law. We recognize this policy as a baseline for 
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Consequently. NYSDOT recognizes the Section 209 policy as a cost and revenue 
allocation policy consislent wilh federal law. We recognize this policy as a baseline for 
negotiations, but not binding upon any contracts beiween New York and Amlrak for Seclion 209 
services. Negotiations for these contracts, as well as lhe other new ones related to an increased 
role in decision-making for New York State, need to be lhe mechanisms for addressing all the 
requisite issues to our mutual satisfaction. 

The Section 209 implementation effort further underscores the need to continue 
strengthening the partnership between our two agencies. New York appreciates and values our 
relationship with Amlrak while we face the challenges of advancing passenger rail seivice across 
New York State. 

Sincerely 

I'll McDonald. Commissioner 
few York Stale Department ofTransportation 

cc: Joseph H. Boardman. PrcsidenLaml CEO. Amlrak 
Stephen J. Gardner, Vice President, Policy & Planning, Amtrak 
Robert Zcrtillo, Director, Policy & Planning Division, NYSDOT 
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September 1,2011 

The Honorable Robert McDonnell 
Govemor of Virginia 
State Capitol 
Third Floor 
Richmond, VA 23219 

Dear Govemor McDonnell: 

'This letter serves to officially transmit the proposed cost sharing methodology and accompanying policy 
developed by Amtrak and the Section 209 State Working Group (SWG) as required under Section 209 of 
the Passenger Rail Investment and Improvement Act of 2008 (PRIIA, Public Law 110-432, Division B). 
Section 209 of PRIIA requires that the Amtrak Board of Directors and relevant States collaboratively 
develop a common methodology for establishing and allocating operating and capital costs between the 
parties for all intercity passenger train services operated by Amtrak on routes less than 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "Section 209 services". In your State, the 
Section 209 services include the Newport News Service and Lynchburg Service Amtrak corridor routes, 
as we identified in our February 4, 2011 letter to Thelma Drake, Director, Virginia Department of Rail 
and Public Transportation. 

The proposed methodology, captured in the attached Section 209 policy, has been cooperatively 
developed between Amtrak and the States over the past year and a half. Through the SWG, comprised of 
representatives from Califomia, Maine, North Carolina, Virginia, and Wisconsin appointed by the 
American Association of State Highway and Transportation Officials' Standing Committee on Rail 
Transportation (SCORT) and the States for Passenger Rail Coalition (SPRC), Amtrak and the States have 
worked hard to create a common and transparent cost sharing methodology which will apply to all routes 
equally, ensuring that all States are compensating Amtrak in a like manner for like services. Through 
national, regional, and individual meetings with all impacted States, plus extensive outreach efforts 
undertaken by the SWG, we have sought to folly engage all States in the development of this policy and 
have provided opportunities for your State to provide comments, feedback and improvements throughout 
the development process. Most recently, your rail agency staff was provided this policy in draft form for 
comment on June 23, 2011 and in final draff form on August 12, 2011. 

We are now asking for your concurrence with this policy. Concurrence with this policy does not obligate 
your State to a specific future funding amount or level of service. I lowcver, concurrence does indicate 
your acceptance ofthe methodology and policy as the ruling basis for any contract with Amtrak for 
Section 209 services, with the understanding that such policy will govem Amtrak's pricing for such 
services beginning on October 1, 2013. Between now and then, Amtrak will continue to work with your 
State's rail staff to develop specific service altematives and agreements for routes in your State that arc 
affected by Section 209. 
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Amtrak and the SWG's priority has been to develop a policy in a collaborative way, since failure to reach 
voluntary agreement between Amtrak and the relevant States on this policy will trigger the provisions of 
Subsection 209(c) which require that the U.S. Surface Transportation Board (S'TB) determine the 
appropriate methodology and require its full implementation by the parties within one year ofthe S'TB's 
decision. Once the policy voluntarily adopted by the parties or imposed by the STB has taken effect, 
Amtrak will only continue to operate Section 209 services that are govemed by funding agreements with 
States that are consistent with the policy. 

While the original statutory deadline to reach agreement on the policy of October 16,2010 was not met, 
extension agreements between Amtrak, SCORT, and SPRC afforded us the opportunity to continue to 
develop the sound policy structure proposed in this transmittal. These agreements to extend negotiations 
expired on June 16,2011 and the parties are now free to petition the STB to determine the methodology. 
It remains our hope that we will reach voluntary concurrence on this policy and avoid tuming to the STB 
for resolution of this important matter. 

To that end, we request your concurrence with the policy by you or your designee signing this letter and 
returning it to the above address by September 30,2011. Upon receipt of your reply and other states, we 
will transmit the results to the STB. 

We look forward to the swift conclusion oflhis important process. Amtrak deeply appreciates your 
support of intercity passenger rail service and the contributions made by your State in developing this 
policy. We, and the States with which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges for some States, especially given the current economic 
climate, but are confident that it represents a thoughtful and fair approach that responds to the 
requirements ofthe law. Our partnership with your State is of vital importance to Amtrak and wc will 
endeavor to work collaboratively with you on the succcssfiil implementation oflhis policy, or such other 
policy as may be ordered by the STB, and strive towards the continuation and improvement of all of 
today's Amtrak Section 209 services. 

Sincerely, 

Thomas C. Carper 

Chairman, Amtrak Board of Directors 

ACCEPTED AND AGREED 

Date: . 9 ' ' )~1-J l 
By: 

Title: Govemor or Govemor's Designee 

cc: Thelma Drake, Director, Virginia Department of Rail and Public Transportation 
Kevin Page, Chief of Rail Transportation, Virginia Department of Rail and Public Transportation 
Joseph H. Boardman, President and CEO, Amtrak 
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Dear Governor Shumlin: 

Tills letter serves to officially transmit lhe proposed cost sharing methodology and accompanying policy 
developed by Aintrak and the Section 209 State Working Group (SWG) a.s required under Section 209 of 
lhe Passenger Rail Investment and Improvement Act oT2008 (PRIIA. Public I.aw 110-432. Division B). 
Section 209 of PRIIA reqiiiics that the Amlrak Board of Directors and relevant States collaboratively 
develop a common methodolog> for establishing and allocating operating nnd capilal costs between the 
parties for all intercity passenger train services operated b> Amlrak on routes less than 750 miles outside 
the Boslon-W.ishington Northeast Corridor, known herein as "Seclion 209 services"". In your State, the 
Section 209 services include the Kthan.illen Fxpresi and the Vermonter .Amlrak corridor routes, a.s we 
identified in our Fcbruarv' 4. 2011 lefter to Brian Searles, Sccretaiy of Transporialion. Vermont Agency of 
Transportalion. 

The proposed methodology, captured in the aitached Section 209 policy, has been cooperalivelv 
developed between Amlrak and the Slates over lhe past vear and a half. Through ilic SWG. comprised of 
representatives from California, Maine. North Carolina. Viiginia. and Wisconsin appointed by the 
American Association cifSiale Highway and Transportation Officials" Standing Committee on Kail 
Transportcition (SCOR'T) and the Stales Tor Passenger Rjil Coalition i,SPRC). Amirak and lhe States have 
worked hard to create a common and iransparent cost sharing mclhodology which will applv to all loutcs 
equally, ensuring that all States arc compensating Amlrak in a like maniior for like services. 'Through 
national, legional. and iiuliviilual meetings wilh al! impacted Stales, plus extensive outreiich efforts 
undertaken by the SWG. we have sought to fully engage all Stales in the development oflhis policy and 
have provided opportuniiies tor vour State lo provide commenls, feedback and improvements Ihroughout 
the development process. Most recently, your rail agency slaff was piovided this policy in draft foim for 
comment on June 23. 2011 and in final diafl fonn on August 12. 2011. 

We are now asking for your concunence with Ihis policv. Coneuirence with ihispoiiev does nol obligale 
jour State to a specific future funding amount or level of service. I luwevci. eoiieunence docs indicale 
your acceptance of ihc methodology and policy as the ailing basis for any contract with Amtrak for 
Seclion 209 services, with lhe understanding that such policy will govern Amtrak's pricing foi such 
services beginning on October I, 20I'i. Beiween now and then, .'\mtiak will continue to work wilh youi 
Stale's rail stai"f to develop specific scivice alternatives and agreeinenls lor roules in vour Stiilo that arc 
affected liv Section 209. 
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Amtrak and the SWG's priority has been to develop a policy in a collaborative way. since failure lo letich 
voluntary agreement between Amtrak and the relevant Stales on this policy will trigger Ihe provisions of 
Subsection 209(c) which require that the L'.S. Surface Transportation Board (S1 B) detennine the 
appiopriate methodology and require its full implementation by the parlies v\ilhin one year ofthe STB"s 
decision. Once the policy voluntarily adopted bv the parties or imposed bv the SIB has taken effect. 
.Amlrak v îll only continue lo operate Section 209 services that are governed by fvmding agreements with 
Suites that aie consistent with Ihe policy. 

While the original statutory deadline lo reach agreemenl on the policy of October 16, 2010 wa;. nol met. 
extension agreements between Amlrak, SCOR 1. and SPRC alTorded us fhe oppoiiunity to continue to 
develop the sound policy structure proposed in this transmittal. '1 hcse agreements to e.\tend pegoiiations 
expired on June 16, 2011 and ihe parties are now li-ee lo petition the S TB to detennine the methodolog)'. 
It remains our hope that we will reach voluntary concurrence on this policy ar.d avoid turning to the S'TB 
Tot resolution oflhis iniporlani matter. 

1 o that end. wc request vour concurrcr.ee with die policy b\ you or vour designee signing lliis letter and 
returning il to the above address b\ Sepiember ZO. 20! I. Upon leceipt of vour replv and other >taieh. we 
will transmit the lesults to the STB. 

We look I'orward lo the swilt conclusion of this important piocess. Amtiak deeply appieciates vour 
support of inrcrcity pas.senger rail service and the contributions made In your Slate in developing ihib 
policy. We. and the .States with which this pioposed policy was developed, recogni/e Ihal iinplemenling 
Ihib policy may present significant challenges for some Stales, especially given the cunent economic 
climate, bul are conlldenl thai il represenls a Ihoughlful and fair approach that responds to tlie 
requirements ofthe law. Our partnership with vour State is of vital importance to .Amtrak and we will 
endeavor to work collabordtively with you on lhe successful implementation ol'this policv. or such other 
policy as may be ordered by the S'l B. and .strive lowards the continuation and inpnivement of all of 
today"s Amlrak Section 209 services. 

Sincerely. 

I homas C. Carper 
Chainmiir. Amlrak Board of Dirccuirs 

.ACCEPTLD AND AGRI-T.D 

Dale: \0 'Z'L.o 'A 

# ; Bv: 

Title: -̂D&'Je.'Ao/ o.AcvU î\ V f / ^ e J -
Governor or uovernor"i Designee 

cc: Brian Searlcs, Secreian. Vermont .Agency of Transport;ilion 
Joe I'lynn. Rail DirecUir. Vermont Agency ofTransportation 
Joseph H. Boardman. Prchident and ChO. .Amtrak 
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RICK SNYDER DEPARTMENT OF TRANSPORTATION KIRK T. STEUDLE 
GOVERNOR , ^ ^ „ ^ p DIRECTOR 

October 7, 2011 

Mr. Thomas C. Carper, Chairman 
Amtrak Board of Directors 
National Railroad Passenger Corporation 
60 Massachusetts Avenue, NE 
Washington, D.C. 20002 

Dear Chairman Carper: 

Govemor Snyder asked me to respond, as his designee, to your letter of September 1, 2011, 
regarding Michigan's position on proposed cost sharing methodology and accompanying policy 
required under Section 209 of the Passenger Rail Investment and Improvement Act of 2008 
(PRIIA). 

The State of Michigan generally concurs with the cost sharing methodology and the 
accompanying policy which was developed by the National Railroad Passenger Corporation 
(Amtrak) and the Section 2009 State Working Group (SWG) as required under Section 209 of 
PRIIA with the following concems: 

1) Services on the Pere Marquette, Blue Water, and Wolverine are all multistate 
corridors as defined by Amtrak. Michigan is not aware of the level of information 
Amtrak has shared with the other states on these corridors and how the cost sharing 
methodology will be implemented under these circumstances. 

2) The requirement for implementation of a cost sharing methodology for all intercity 
passenger routes less than 7S0 miles under Section 209 of PRIIA, places Michigan in 
a very unique situation. Since all intercity passenger services in Michigan are on 
routes less than 750 miles long, it would leave our state without any Amtrak basic 
system service. This forces Michigan to bear the cost of all intercity passenger 
service in our state unlike most other states. Michigan would like to work with 
Amtrak to remedy this. 

3) The 304 mile federally designated Chicago Hub (Chicago-Detroit/Pontiac) High 
Speed Rail Corridor is very unique, in that, it includes nearly 100 miles of Amtrak 
ownership (Kalamazoo, Michigan to Porter, Indiana). In addition, Michigan is near 
completion on our negotiations with Norfolk Southem Railway to acquire an 
additional 136 miles of the corridor between Kalamazoo and Dearbom, Michigan. 
This would place nearly 80 percent of this corridor in passenger friendly ownership, 
providing opportunities for some very innovative service options in the future. 

LH-LAN-O (01/11) 

MURRAY D VAN WAGONER BUILDING • P O BOX 30050 • LANSING. MICHIGAN 48909 
www michigan gov • (517) 373-2090 
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Michigan has appreciated the opportunity to participate in Amtrak's collaborative approach in 
development of the cost sharing methodology and policy through the SWG. However, there is 
still much work to be done to ensure that the implementation of this methodology and policy is 
successful for Michigan. The Michigan Department of Transportation is committed to find 
"better, faster, cheaper, safer, smarter" means of doing business, and we invite Amtrak to work 
with us to continue these efforts and fiulher define these policies to best serve Michigan's 
citizens. If you have any questions, please contact either me or Tim Hoeffher, Administrator, 
Office of Rail, at 517-373-6672. 

Sincerely, 

Lirk T. Steudle 
Director 
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September 1. 2011 

The Honorable Fidinund Gerald Brown, Jr. 
Governor of California 
State Capilol 
Sacramento, CA y5S14 

Dear Governor Brow ir 

This leller s.cn'es lo ofiicially iranMiiii the proposed cost sharing methodology and accompanying policy 
developed by Amirak and the Section 2(» Stale Working Group (SWG) a;> required under Seclion 209 of 
the Passenger Rail Investmenl and Improvement .Aei of 2llOS (PRllA. Public Law 110-4.i2. Division B) 
Section 209 of PRIIA requires ihal the .Amlrak Board of Directors and relevant States collaboralively 
develop a common mclhodology for csiabli.shmg and allocating operaling and capital costs belween the 
panics for all intercity passenger irain services operated by Amirak on routes less than 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "Section 209 services"*. In your Stale, the 
Section 209 services include the Capilol Corridor. Pat ific Surfliner. and the .San Joaciums Amlrak 
corridor roules, as we idenlilled in our I-cbruary 4. 2011 leiier lo Cindy McKim. Direcior. California 
Department of Transportalion. 

The proposed methodology, captured in ihc allaehed Seclion 209 policy, has been cooperatively 
developed between .Amtrak and the Stales over the past year and a hall" fhrough the SWG. comprised of 
representatives from C alifornia, Maine. North Carolina. Virginia, and Wisconsin appoinled by lhe 
.American .Association of Stale Highway and Transportation Officials" Standing Committee on Rail 
Transportation (SCORT) and the Stales for Passenger Rail Coalition (SPRC). Amtrak and the Slates have 
worked hard to creale a common and transparcni cost sharing meihodology which will apply lo all routes 
equally, ensuring that all States are compensating .Amlrak in a like manner for like services. Through 
nalional. regional, and individual meetings wilh all impacted Siaies. plus exiensive ouireach efforts 
undertaken by lhe SWG. v\e have soughl to fully engage all Slalcs in the development oflhis policy and 
have provided opportunities for your Slate lo provide connnents. feedback and improvements throughoul 
the development process .Most recently, your rail agency staffs were prov ided this policy in draft form 
for comment on June 23, 2011 and in llnal draft form on .Augusi 12. 2011. 

We are now asking for your concurrence with this policy. Concunence with this policy does not obligale 
vour State lo a speciHe future funding amouni or level of service, liowever. concurrence does indicate 
your acceptance oflhe mclhodology and policv as the ruling basis for anv contraci with Amlrak for 
Seclion 209 services, with the understanding that such policy will govern Amirak"s pricing for such 
services beginning on October 1. 201.^ Beiween now and then. .Amlrak will continue lo work with vour 
State's rail staff to develop spccillc service alicrnaiive> ;md agreeinenls for routes in your State that are 
affected bv Seclion 209 
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Amlrak and the SWG"s priority has been to develop a policy in a collaborative way. since failure to reach 
voluniarv- agreemenl between .Amlrak and die relevani Slates on this policy will irigger the provisions of 
Subsection 209(c) which require thai the U.S. Surface Transportation Board (STB) deiermme ihc 
appropriale methodology and require ils full implemenlalion by the parlies within one year ofthe STB"s 
decision. Once the policy voluntarily adopted by the parties or imposed by the S f B has taken effect. 
.Amtrak will only continue to operate Seetion 209 services that are governed by fundmg agreements with 
Slates that are consistent with the policy 

While the original slatutorv' deadline to reach agreement on the policy of October Id. 2010 was nol met. 
extension agreements between .Amtrak. SCORT. and SPRC afforded us the opportunity to continue to 
develop the sound policy structure proposed in this iransmillal. These agreements lo exlcnd negotiations 
expired on June 16. 201 I and the parlies arc now free lo petition the STB to detennine the methodology. 
It remains our hope that we will reach volunlarj' concurrence on this policy and avoid turning to the STB 
for resolution oflhis imporlanl matter. 

To that end. wc request vour concuiTcnce wilh the policy by you or your designee signing this Ictier and 
reluming ii lo lhe above address by Sepiember ."lO, 2011. Upon receipl of your reply and oiher slates, wc 
will transmit the resulls to lhe STB 

Wc look forward lo the swifi conclusion oflhis imporlanl process. .Amirak deeply appreciates your 
support of iniercitv passenger rail service and lhe contributions made by your Stale in developing this 
policv We. and the Slates with which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges for some Stales, especially given the curreni economic 
climate, bul are conlldenl ihat it represents a thoughtful and fair approach that responds lo lhe 
requiremenls oflhe law. Our partnership with your State is of vital importance lo .Amlrak and we will 
endeavor lo work collaboratively with you on the successful implemenlalion oflhis policy, or such other 
policy as may be ordered by the STB. and strive towards the coniinuaiion and improvement of all of 
today "s Amtrak Section 209 services. 

Sincerelv, 

Thomas C. Carper 
Chairman. Amlrak Board o f Direi ior.\ 

ACCl-.PTr.D AND AdRlil-D 

Date: / ^ ^ J m ^ T /ff, ^ O ' l 

Ciovenioi^r (iovcmor"s Desiunec 

cc William I) Bronlc. (. hief Division ol Rail. California Departmenl ol Tiansportation 
Bob Franklm. Chair. CCilW 
Joseph 11 Boardman. President and Cl:(.). Amtrak 

Declaration of Maximilian R. Johnson - Exhibit VV (10) 



i i r . i ' i i ' . 'M i iA i i iMMi I'A'.M r i ' , ! ! ! 11iiiri>i:ni:rr.' 

A A A T R A K 
MET' ^f^ ' 

September 1,2011 

The Honorable Maiy Fallin 
Governor of Oklahoma 
Capitol Building 
2300LiiicolnBlvd., Rm. 212 
Oklahoma City, OK 73105 

Dear Governor Fallin: 

This letter .sei ves lo officially Iransmil the propcscd cost sharing methodology and accompanying policy 
developed by Amlrak and the Seclion 209 Slate Working Group (SWG) as lequired under Section 209 of 
the Passenger Rail Investment and Improvement Acl of 2008 (PRIIA, Public Law 110-432, Division B). 
Section 209 of PRIIA requiies Ihat the Amtrak Board of Diicclois nnd relevani Stales collaboralively 
develop a common mclhodology for establishing and allocating operaling and capital cosls between the 
paities for all inlercily passenger train services operated by Ainlrnk on routes less than 7S0 miles outside 
the Boston-Washington Northeast Conidor, known herein as "Section 209 services". In your Slate, the 
Seclion 209 service includes the Heartland Flyer Amtrak corridor route, as wc identified in our February 
4, 2011 lelter lo Gary Ridley, Director and Seciclary, Oklahoma Deparimenl of rianspoilation. 

The propo.sed methodology, captured in the allaehed Seclion 209 policy, has been coopcialivcly 
developed belween Amtrak and the Stales over the past year and a half I'hiough Ihe SWO, comprised of 
representatives from California, Maine, North Carolina, Virginia, and Wisconsin appoinled by the 
American Association of Stale Highway and rransportalion Officials' Standing Committee on Rail 
Transportalion (SCORT) and lhe Stales for Passenger Rail Coalition (SPRC), Aintrak and the Stales have 
worked hard lo creale a common and transparent cost sharing methodology which will apply to all routes 
equally, ensuring that all States are compensating Amliak in a like mannei foi like services. Thiough 
national, legional, and individual meetings wilh all impacted Slates, plus extensive outieach efforts 
undertaken by Ihc SWG, wc have .sought to fully engage all Slates in the development oflhis policy and 
have provided oppoitunilies for your Slate to provide commenls, feedback and improvements ihroughout 
the development process. Mosl recently, your lail agency slaff was provided Ihis policy in diaH foim for 
commcnl on June 23, 2011 and in final diafl foim on August 12, 2011. 

We are now asking for your concurrence wilh this policy. Concurrence with Ihis policy docs nol obligale 
your Slate to a specific fulure funding amouni or level of service. However, concunence does indicale 
your aceeplance ofthe methodology and policy as lhe ruling basis for any contraci with Amliak for 
Seclion 209 .services, wilh the understanding that such policy will govern Amlrak's pricing for such 
services beginning on October 1, 2013. Between now and then, Amlrak will conlinue lo work wilh your 
Stale's rail slaff lo develop specific .service alternatives and agreements for routes in your Slate that are 
affected by Seeiion 209. 
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Amlrak and Ihe SWG's priorily has been lo develop a policy in a collaborative way, since failure to reach 
voluniaiy agreement belween Amlrak and the relevant Slates on this policy will liigger the piovisions of 
Subsection 209(c) which requiie that the U.S. Suiface Transpoitalion Board (STB) detennine lhe 
appiopriate mclhodology and require ils full implemenlalion by the parties wilhin one year ofthe STB's 
decision. Once Ihe policy voluntarily adopted by the parties or imposed by lhe STB has laken effeci, 
Amtiak will only conlinue to opeiale Seclion 209 services that are governed by funding agieemenls wilh 
Slates that aic consistent wilh Ihe policy. 

While the original slalulory deadline to reach agreement on the policy of October 16, 2010 was not met, 
extension agreements between Amtrak, SCORT, and SPRC afforded us the opportunity to continue to 
develop the sound policy structure proposed in this Iransmillal. These agrccmenls lo extend negolialions 
expiied on June 16, 2011 and the parties aie now free to petition the STB lo detennine the mclhodology. 
ll remains our hope ihal we will reach voluntary concunence on this policy and avoid turning lo Ihe STB 
for resolulion of lliis important matter. 

To Ihat end, we request your concurrence wilh the policy by you or your designee signing this letter and 
returning il lo the above address by September 30, 2011. Upon receipl of your reply and other stales, we 
will transmit the resulls to the S'TB. 

We look forward lo Ihe swill conclusion oflhis important process. Amlrak deeply appreciates your 
support of intercity passenger rail service and the conlribulions made by your State in developing this 
policy. We, and the Stales with which this propo.sed policy was developed, recognize Ihat implementing 
this policy may present significant challenges for .some Stales, especially given the cunenl economic 
climate, bul arc confident that it represents a Ihoughlful and fair approach Ihat responds to the 
requirements oflhe law. Out partnership with your State is of vilal importance lo Amlrak and wc will 
endeavor lo work coliaboiatively with you on the successful implementalion oflhis policy, or such olhei 
policy as may be oidcred by the STB, and .strive towards the continuation and improvement of all of 
loday's Amliak Seclion 209 seivices. 

Sincciely, 

Thomas C. Caipcr 
Cliairman, Aintrak Board of Directors 

ACCRPTRD AND AGRIiliD 

Governor or Governor's Designee 

cc: Gaiy Ridley, Sccrelaiy, Oklahoma Department ofTransportation 
Joe Kyle, Manager of Rail Programs Division, Oklahoma Departmenl ofTransportation 
Joseph 11. Boardman, Piesident and CIZO, Amliak 
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THh STA TL Of NEW HAMPSHUiE 
DF-PAIiTMEm o r IRANSPORTA'nON 

CtlRVSTOPUFR D. CLEMENT, SR. JEFFBRILLHART, P.E. 
COMmSSIONER ASSISTANT COMML^IONER 

October 26, 2011 

Joseph H, Boardman, President and CEO 
National Railroad Passenger Corporation 
60 Massachusetts Ave. NE 
Washington DC 20002 

Dear Mr. Boardman; 

I am writing in response to the September 1, 2011 letter to Governor John Lynch regarding the 
proposed cost sharing methodology and policy pursuanl to Section 209 ofthe PRIIA. I am sorry that we 
were unable to respond prior to the September 30 date specified in the letter ftom Chairman Carper. 

New Hampshire enjoys significant benefits frotn two state-supported services, the Downeaster 
and the Vermonter, sponsored by the states of Maine and Vermont respectively. Our state does not have 
a contractual rclationship with Amtrak or the sponsoring states for either service. It is not clear whether 
wc will become a sponsoring state in the fulure; such a decision would require the approval oflhe 
Legislature, Governor, and Executive Council. The same approvals would be required to agree to any 
cost-sharing agreement with the states of Maine and Vermont for the existing services. Consequently, 
we do not have a direct interest at this time in the methodologies spelled out in the policy. Having 
reviewed the policy, we find it a reasonable approach to the sharing or opeiating and capital costs and 
one that New Hampshire would be comfortable with, should we become a state that sponsors a state-
supported service. 

Wc look fonvard to continuing discussions with Amtrak on the existing services in our region 
and on potential new and expanded pasjjengcr rail service to New Hampshire. Tf New Hampshire were 
to become a sponsoring state, we would expect to have a voice in establishing fares, schedules and other 
service details as part ofa formal rclationship with Amtrak and with partner states. 

Sinceiely, 

Christopher D Clement, Sr. 
Commissioner 

cc: Govemor John Lynch 

JOHN O. MORTON BUILDING . 7 HAZEN DRIVE . P.O. BOX 483 > CONCORD, NEW HAMPSHIRE 03302-0483 
TELEPHONE. 603-271-3734 . FAX" 603-271-3914 . TDD' RELAY NH 1-800-735-2964 . INTERNET. WWW.NHD0T.COM 
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STATE OF C O N N E C T I C U T 
DEPARTMENT OF TRANSPORTATION 

28(K) BERLIN TURNPIKE, P.O. BOX 317546 
NEWINGTON. CONNJ'CTICUT 06131-7546 

Office of the 
Commissioner An Bqual Opportunity Employer 

November .1. 2011 

Mr. Thomas C. Ciaiper 
Chairman. Amtrak Board of Directors 
National Railroad Passenger C"orporation 
60 Massachuselts .Avenue, NE 
Washington. DC 20002 

Dear Mr. Caqjer: 

1 am pleased lo provide my formal concurrence with the proposed cost sharing methodology for 
Section 209. Connecticut recogni7.es bolh the importance and significance of this cosl methodology and, 
as such, strives lo ensure that ii effectively meets the needs of Amtrak and our slalc. 

(.Connecticut appreciates the efforts by Amtrak to address key issues for our partnership in this 
state and in lhe region. The meeting which was held on Oeiober 14, 2011 with key Amlrak staff resulted 
in a formal understanding of Amlrak's commitment to address several key issues of concem lo 
Connecticut ni parallel with the implementation oflhe Section 209 methodology, and a commitment to 
implement interim paymeni terms consistent with Section 209 if Section 212 is nol completed. Based on 
lhe November 2 letter from Stephen GardncT (enclosed) ouUimng the outstanding issues that will be 
addressed, I am able lo concur with lhe proposed Section 209 methodology. 

(.'(mnecticul appreciates and values our rclalicm.ship with Amtrak while wc face the challenges of 
advancing pa,sscnger rail service in New Fngland. 

Sincerely, 

James Redeker 
Commissioner 

Imclosurc 

cc: Stephen Ciardner 
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September 1.201 

The Honorable Dan Malloy 
Governor of Connecticut 
210 Capitol Avenue 
Hartford, CT 06106 

Dear Governor Malloy: 

•| his leucr serves to officially transmit the proposed cost sharing methodologv' and accompanying policy 
developed by /\mtrak and the Seclion 209 Slate Working Group (SWG) as required under Seclion 209 of 
lhe Passenger Rail Investment and Improvement Act of 2008 (PRIIA. Public Law 110-132, Division B). 
Section 209 of PRIIA requires Ihat Ihc Amlrak Board of Direclors and rclevant Stales collaboralively 
develop a common methodology for eMablishing and allocating operating and capital cosls belween the 
parties for all intercity passenger train services operated by Amtrak on routes less than 750 miles outside 
lhe Boston-Washington Northeast Corndor, known herein as '"Section 209 services'". In your State, the 
Section 209 service includes Ihe New Haven-Springlield line .Amtrak corridor roule. as wc identified in 
our February 4. 2011 letter to Jeffrey Parker, Inlerim Commissioner. Comieclicul Department of 
I"ransportati<in. 

The proposed methodology, captured in the attached Seclion 209 policy, has been cooperatively 
developed between Amirak and the Slalcs over the pa.st year and a half, fhrough the SWG, comprised of 
representatives fmm California, Maine, North Carolina, Virginia, and Wisconsin appoinled by the 
American As.sociation of Slalc Highway and Transportalion Officials' Slanding Commillee on Rail 
fransportation (SCORT) and the States for Passenger Rail Coalition (SPRC). Aintrak and the States have 
worked hard lo creale a common and transparenl cosl sharing methodology which will apply to all routes 
equally, ensuring that all Slates arc compensating Amlrak in a like manner for like services. Through 
national, regional, and individual meetings vvith all impacted Slalcs, plus extensive outreach clToris 
undertaken by the SW(], we have sought lo fully engage all Slates in lhe development oflhis policy and 
have provided opportunities for your Slate to provide commenls, feedback and improvements throughout 
the development process. Mosl recently, your rail agency staff was provided this policy in drall form for 
comment on .lune 23, 2011 and in llnal draft form on August 12. 2011. 

Wc arc now asking for y(nir concun'ence vvith this policy. Concurrence with this policy does nol obligate 
your Slate lo a specific future funding amount or level of .service. However, concurrence does indicate 
your acceptance ofthe incthodology and policy as the ruling basis for any contract with Amlrak for 
Section 20*} services, with the understanding that such policy vvill govern Anitrak"s pricing for such 
services beginning on October 1. 2013. Between now and Ihen, Amlrak vvill conlinue lo work with your 
Slate's rail .staff to develop specific service alternatives and agreements for routes in your Stale thai arc 
affecled bv Section 209. 
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Amirak and Ihc SWG's priorily has been lo develop a policy in a collaborative way, since failure to reach 
volunlar>- agreemenl belween Amlrak and Ihe relevant States on diis policy will trigger the provisions of 
Subsection 209(c) which require that the U.S. Surface friuisportaliori Board (Sf B) determine the 
appropriale methodology and require its lull implementation by the parties wilhin one year ofthe STB's 
decision. Once the policy voluntarily adopted by the parties or imposed by the S'l B has taken cftect. 
Amtrak will only continue to operate Seclion 209 services thai arc governed hy funding agreements with 
Stales that are consistent vvith the policy. 

While the original statutory deadline lo reach agreemeni on lhe policy of October 16. 2010 was not mci. 
extension agreements between Amtrak, SCORl". and SPRC afforded us the opportunity lo continue to 
develop the sound policy .structure proposed in this transinittal. These agreements to extend negotiations 
expired on .lune 16. 2011 and the parties are novv free to petition the STB to delermine the methodology. 
It remains our hope thai we will reach voluntary concurrence on this policy and avoid turning to the STB 
for resolution oflhis important nialter. 

•fo that end, we rcque.st your concurrence widi the policy by you or your designee signing ihis letter and 
returning it to the above address by Sepiember 30,2011. L̂ pon receipt of your reply and other slates, we 
will Iransmit the results to the STB. 

We look forward to the swift conclusion oflhis important process. Amlrak deeply appreciales your 
support of intercity passenger rail service and the contributions made by your State in developing this 
policy. We, and the Stales with which this proposed irolicy was developed, recognize that implementing 
this policv may present significant challenges for sonic States, cspeciall> given the current economic 
climate, bul are confident ihal il represents a thoughtful and fair approach that responds to the 
requiremenls of die law. Our partnership with your State is of vital importance lo Amtrak and wc will 
endeavor to work collaboralively wilh you on the successful implementation of diis policy, or such other 
policy as may be ordered by the SI B, and slrive lowards the continuation and improvement of all of 
today's Amlrak Seclion 209 services. 

Sincerelv. 

Thomas C. C-aiper 

Chairman, .Amtrak Board of Dh cctors 

ACCLiPli:.D AND AGRI'f.O 

nUh' Dale: 

By: (W\>f '^l/AjM— 

Title: Cgv*»;>̂ '.C<.<<>̂ 1̂  Of Tfti/t^oA&ilOi^ 
Governor or Governor's Designee 

cc: .lames P. Redeker, Acting Commissioner, Connecticut Department ofTransportation 
Eugene Colonese, Public Transit Adminislrator. Connecticut Department ofTransportation 
Joseph H. Boardman. Presideni and CEO. Amtrak 

Declaration of Maximilian R. Johnson - Exhibit VV (13) 



NATIONAL RAILROAD PASSENGER CORPORATION 
60 Massachusells Avenue. NE, Washingion DC 20002 

lei 215 349 1467 fax 215 349 4826 

Stephen Gardner ^ * * " ' " " ^ • * ' 
Vice President NEC Infrastructure & Development 

November 2, 2011 

Mr. Richard .A. Uavcy 
Secretary and CLO 
Massachusetts Department ol" Transportation 
10 Park Plaza Room 4160 
Boston. MA 02116 

Mr. James Redeker 
Commissioner 
Connecticut Department ofTransportation 
2800 Berlin rurnpikc, P.O. Box 317546 
Ncwington. Connecticut 06I31-7.M6 

Dear Messrs. Davey and Redeker: 

We vvould like lo ihank you and your respeciive staff for making the time on Oclobcr 14. 
2011 lo discuss lhe Section 209 Final Policy developed by Amtrak and the Stale Working 
Group (SWG). Wc believe that our conversation addrcs.scd many of the issues raised in 
your letters ofSeptember 30,2011 and provided us with greater conlext and insight into 
your questions and concerns. We acknowledge thai some of die outstanding issues ihat 
you have may not be answerable immediately, but we hope thai the following response 
provides you wiih an indication of our commitment to find answers or solutions to these 
topics in advance ofthe required implemenlalion ofthe Section 209 Policy. This teller 
attempts to reiterate and further clarify lhe main points of our discussion in the order of 
our agenda for the October 14 meeting. 

State-owned railroad assets. As wc discussed, Connecticut and Massachusetts own 
railroad asscls that .Amtrak uses in its daily operalions. Some of these assets are used in 
Section 209 services, and .some of these assets arc on the Northeast Corridor (NEC) and 
arc therefore nol affecled by Section 209. Amtrak appreciates that the Section 212 efforts 
will result in new allocations of cosls to Amlrak for use ol" State-owned NEC assets, and 
we arc optimistic that the cost allocation work of Section 212 vvill be concluded by the 
time Section 209 is implemenled in October 2013. In lhe event that the resolution ofthe 
Section 212 cost allocation efforts are not complete by the Section 209 hnplementation 
date. Amtrak will work with Connecticut and Massachusetts on developing inlerim 
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contract-based payment terms consislenl with the Seclion 209 policy that refiecl the 
anlicipaied completion ofihe Seclion 212 cost allocation methodology. 

Value of Stale investment in Amlrak infrastructure. Amtrak appreciates that Conncclicui 
is planning to make substantial invcslmenLs on the New Haven-Haitford-Springfield 
1 .ine, which is an .Amlrak-owned asset. As wc discussed at our meeting, these 
investmenls arc projecled to bring increased riders and revenue and help keep 
Connecticut and Massachusetts' operating support payments low. Moreover, as part of 
the Synthetic Hosl Railroad chaige, Connecticut and Massachusetts are only being asked 
to cover S0.6 million oflhe $2.9 million annual tlilly-allocaled share of maintenance of 
way cosl with Amlrak being responsible for the remainder, according to the most recent 
financial data we presented. 

As we discussed, the amount of continuing capital investment required in the New 
Havcn-Hartford-Springficid line after the initial improvements is difllcult to forecast al 
this time and will be subject lo our mutual development in FY 2012 in advance ofthe 
implementation oflhe Policy. Mowever, we rccogni/c your desire lo understand novv, al 
a general level, what on-going capital investmenls will likely be required to conlinue ihe 
service and performance levels committed to under your grant agreements with the FRA. 
Accordingly, we will prepare some cslimates based on our oiher experiences lo give 
some guidance as to what Ihese continued invesmienis migiit be. To reiterdte. we look lo 
Connecticut and Massachusetts to determine the level of service and performance desired 
on this line, which will be ihe basis for the continued capital investment amounts that we 
vvill jointly determine. 

Connecling revenue on Shuttle irains. Wc appreciate the anomalous nature ofthe 
Springfield shuttle service and the relationship these trains have to the Northeast Corridor 
services. These shuttle trains operate in blended service vvith through-running trains: arc 
scheduled and operaied lo connect with Northeast Regional trains of similar service type 
to and from points .south of New Haven; offer cross-platform, closely-timed connections 
and arc held for connections when necessary; and are marketed in timetables, stations, 
and elsewhere on a "code-sharing" basis, making them unique W'ithin the Amtrak system. 
At this lime, we are gathering information on our abilily to quanlifj the amouni of 
connecting revenue on the NEC that transfers lo or from Shuttle trains. .As we discus.sed. 
our current ticketing system does noi allow us to track connecting trips by individual 
pas.senger, and thus creale an accurate portrait of revenue that follows such passengers as 
ihey connect between the NFC and shuttle trains. Given this, wc will work with 
Connecticut and Massachusetts on possible strategies during this fiscal year to gather 
such connecting revenue information, l.pcm either the implemenlalion of such mutually-
agreeable strategies or the introduction of Amlrak's new planned tickeiing system in the 
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coiTidor, assuming this .system contains lhe necessary capabilities, we are open lo 
discussing changes in our then-operalive agreemenls for the shuttle trains to reflect a 
through-revenue credit for lhe shuttle service consistent wiih the 209 Policy. 

Real estate, freighi. and oiher revenue. The New Haven-l-lartford-Springfield Line 
generates revenue today from real estate, frcight, and other activities. Through the 
Amtrak Performance Tracking (APT) system, costs on the line arc allocaled 
proportionally to Intercity, Commuter, and Commercial users, and the costs as.sociatcd 
with these revenues are therefore excluded from the cosls that are allocated to 
Connecticut and Massachusetts, with revenues from each u.scr correspondingly allocated 
to such cosls. Amtrak recognizes thai we have not been able to fully present the financial 
results from these other business lines lo Connecticut and Massachusetts, due in part to 
the continuing transition lo bolh the APT system and a related transition to a SAP 
enterprise financial system, and we will make arrangements to do so as soon as the data is 
available and no later than by the end of FY 2012, well in advance ofthe implemenlalion 
of SecUon 209. Finally, we would like to emphasize that the Section 209 Policy leaves 
open the issue of future revenue opportunities on the line, including real estate 
development, and how revenues from slate or shared investments will be allocated or 
u.sed by the parties. Likewi.se, the 209 Policy leaves lhe parties free to make mutually-
agreeable business arrangements regarding righls related lo capilal assets thai benefit 
from fulure state or shared investments. Amtrak looks forward lo fulure di.scussions and 
collaboration vvith Connecticut and Massachusetts to maximi/e the potential oflhe line. 

Operational control. Today Amtrak Slate partners who support base-increment 
extensions of NEC .services consist of Penn.sylvania. North Carolina. Vennont, and 
Virginia. These Slides all exercise signitlcant control over fare levels, service levels, and 
other elements oflhe .service, subject lo some appropriale consirainis regarding capacity 
and .service levels on the NEC and other Amlrak corporate responsibililies. As the New 
Flaven-Martford-Springfield Line transitions to Seclion 209 statu.s, .Amlrak expects 
(Connecticut and Massachusetts lo collaboralively define lhe service and service standards 
for this route and to work with us as cooperalive partners lo plan, manage, and implement 
your routes, as wc do today with other state partners. 

Lab(M' agreements. AmtraJc's negolialions wilh its labor unions are defined by Federal 
laws and procedures wilh compensation arrangements linked historically -"pattern 
bargaining"—based on freighi railroad agreemenls. Due to the past decisions ofa labor 
arbitrator, the New 1 laven-I-Iartford-Springfield I ,ine has some unique labor provisions 
relative to other similar Section 209 seiA'ices. Amtrak will work wiih Connecticut and 
Massachusetts to explore ways of delivering service on the line in a morc cost-effective 
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manner and mitigating the financial impact to the service oflhis unique situation, and 
will seek to generally consult wilh you on labor mailers that iinpact your services. 

Wc hope this letter has further clarified the issues we discussed in New llaven on 
October 14. We believe there arc opportunities to update existing agreemenls in ways 
that are consistent with the Section 209 process as described above, and we acknowledge 
that there arc additional materials we need to present and discuss with Conneclicul and 
Massachusetts, also described above. At the same time, wc hope that vve have further 
explained parts ofthe policy itself and how it would apply lo the New Haven-Hartford-
Springfield line. If this resolves your outstanding concerns, wc respectfully request your 
Governors', or their designees', signature on the concurrence letter ofSeptember 1. 
Otherwise, we remain available to discuss these or other issues in further detail. 

Sincerelv. 

Stephen Gardner 
Vice President. NEC Infraslruclure & Developmeni 
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IIEnois Department of Transportation 
Office of the Secretary 
2300 South Dirksen Parkway / Springfield, Illinois / 62764 
Telephone 217/782-5597 

November 17, 2011 

Mr. Thomas C. Carper 
Chairman 
Amtrak Board of Directors 
60 Massachusetts Avenue, NE 
Washington, D.C. 20002 

Dear Mr. Carper: 

On behalf of Governor Quinn, I am writing to provide the State of Illinois' 
qualified concurrence with the proposed cost-sharing methodology that has 
been developed by Amtrak and the Section 209 State Working Group. We 
appreciate and respect the dedicated efforts that all parties have 
contributed to this undertaking over the past two years. 

This qualified concurrence, however, does not represent an agreement on 
any specific cost figure. In fact, we remain concerned about the effect of 
the formula on our annual operating subsidy for Amtrak service in Illinois, 
particularly in light ofthe investments we have made, and continue to 
make, with state funds to improve rail sen/ice in Illinois. We are also intent 
on ensuring that Illinois receives due credit for all forms of revenue earned 
by Amtrak on routes supported by the state of Illinois. To these ends, we 
look forward to opening negotiations with Amtrak on the subsidy that will 
take effect in 2013. A preliminary list of issues that will need to be 
discussed includes, but is not limited to: 

• Credit for state funding of current capital investments, such as 
matching funds for the Chicago-St. Louis and Chicago-Moline 
projects, as well as the 100% state funding for the restoration of 
Chicago-Rockford-E. Dubuque service. 

• Credit for prior capital investments such as the 2003-2004 installation 
of quad gates at almost 70 grade crossings. 

• The significant enhancement resulting from the state's acquisition of 
entirely new equipment for both existing and future corridors, with 
deliveries to start in early 2015. 

• Credit for all forms of revenue Amtrak earns on state-supported 
corridors, including travel agent commissions, private car hauling 
revenue, etc. 

• A recognition allowance for the historical fact that Illinois was the first 
state in the nation to provide subsidies for Amtrak service, dating 
back to the 1970s. 

• A thorough analysis of the data produced by Amtrak's cost 
accounting system to ensure that Illinois is being treated equitably 

• Exploration of innovative ideas for funding the annual subsidy, 
including the possibility of a state rail ticket surcharge. 
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Mr. Thomas C. Carper 
Page 2 
November 17, 2011 

Illinois is proud to be leading the nation in the expansion of passenger rail 
service, including the development of high-speed rail. We must, however, 
be sure that the interests of the taxpayers of Illinois are considered and 
protected as we determine the annual cost for ongoing capital and 
operational expenses for this important state initiative. 

Thank you for your interest in Illinois' transportation system We look 
forward to continuing to work with you on these issues. 

Sincerely, 

(m (^^"MatdK, 
Ann L. Schneider 
Acting Secretary 
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N A U O N A l RAILROACl PASSENGER C0RPURA1I0N 

A I M T R A K 

September 1,2011 '̂ •S'Cic: 

The Honorable Jeremiah W. Nixon '''0(/|C- " ^Qff 
Govemor of Missouri "" '̂''.̂ £>^ 
Capitol Building • '̂̂ '̂ y^ 
Room 218, P.O. Box 720 "" ' 
Jefferson City. MO 65102 

Dear Governor Nixon: 

This letter serves to officially transmit the proposed cost sharing methodology and accompanying policy 
developed by Amtrak and the Section 209 State Working Group (SWG) as required under Section 209 of 
the Passenger Rail Investment and Improvement Act of 2008 (PRIIA, Public Law 110-432, Division B). 
Section 209 of PRIIA requires that the Amtrak Board of Directors and relevant States collaboratively 
develop a common methodology for establishing and allocating operating and capital costs between the 
parties for ali intercity passenger treun services operated by Amtrak on routes less than 750 miles outside 
the Boston-Washington Northeast Corridor, known herein as "Section 209 services". In your State, the 
Section 209 service includes the Missouri River Runner Amtrak corridor route, as we identified in our 
February 4, 2011 letter to Kevin Keith, Director, Missouri Department ofTransportation. 

The proposed methodology, captured in the attached Section 209 policy, has been cooperatively 
developed between Amtrak and the States over the past year and a half Through the SWG, comprised of 
representatives from Califomia, Maine, North Carolina, Virginia, and Wisconsin appointed by the 
American Association of State Highway and Transportation Officials' Standing Committee on Rail 
Transponation (SCORT) and the States for Passenger Rail Coalinon (SPRC), Amtrak and the States have 
worked hard to create a common and transparent cost sharing methodology which will apply to all routes 
equally, ensuring that all States arc compensating Amtrak in a like manner for like services. Through 
national, regional, and individual meetings with all impacted States, plus extensive outreach efforts 
undertaken by the SWG, wc have sought to fully engage all States in the development of this policy and 
have provided opportunities for your State to provide comments, feedback and improvements throughout 
the development process. Most recently, your rail agency staff was provided this policy in draf̂  form for 
comment on June 23, 2011 and in final draft form on August 12, 2011 

We arc now asking for your concurrence with this policy. Concurrence with this policy does not obligate 
your State to a specific future fiinding amount or level of service. However, concurrence does indicate 
your acceptance ofthe methodology and policy as the ruling basis for any contract with Amtrak for 
Section 209 services, with the understanding that such policy will govem Amtrak's pricing for such 
services beginning on October 1.2013. Between now and then, Amtrak will continue to work with your 
State's rail staff to develop specific service alternatives and agreements for routes in your State that are 
affected by Section 209. 
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A M I X R A K 

The Honorable Jeremiah W \i.xon 
Page 2 
September I. 2011 

Amtrak and the SWG's priority has been to develop a policy in a collaborative way, since failure to reach 
voluntary agreement between Amtrak and the relevant Stales on this policy vvill trigger the provisions of 
Subsection 209(c) which require that the U.S. Surface lransportation Board (STB) determine the 
appropriate methodology and require its full implementation by the parties within one year ofthe STB's 
decision. Once the policy voluntarily adopted by the parties or imposed by the STB has taken etTect. 
Amtrak will only continue to operate Section 209 services that are govemed by funding agreemenls with 
States that arc consistent with the policy. 

While the original statutor>' deadline lo reach agrcemcnt on the policy of October 16, 2010 was not met. 
extension agreements between Amtrak, SCORT, and SPRC afforded us the opportunity to continue to 
develop the sound policy structure proposed in this transmittal. These agreements lo extend negotiations 
expired on June 16, 2011 and the parties are novv free to petition the STB to determine the methodology. 
It remains our hope that we will reach voluntary concurrence on this policy and avoid turning to the STB 
for resolution of this important matter. 

To that end, vve request your concurrence with the policy by you or your designee signing Ihis letter and 
retuming it to the above address by September 30, 2011. Upon receipt of your reply and other states, we 
will transmit the results to the STB. 

We look forward to Ihc swifl conclusion oflhis important process. Amtrak deeply appreciates your 
support of intercity passenger rail service and the contributions made by your State in developing this 
policy. We, and the States with which this proposed policy was developed, recognize that implementing 
this policy may present significant challenges for some States, especially given the current economic 
climate, but are confident that it represents a thoughtful and fair approach that responds to the 
requirements oflhe law. Our partnership wilh your State is of vital importance to Aintrak and vve will 
endeavor to work collaboratively with you on the successful implementation oflhis policy, or such other 
policy as may be ordered by the STB, and strive towards the continuation and improvement of all of 
today's Amtrak Section 209 .services. 

Sincerely. 

Thomas C. Carper 
Chairman, .Xmtrak Board of Directors 

ACCKPfHD AND AGRFRD 

Date: 11 /17/2011 

( J ayVNixon 

Kevin Keith, Director, Missouri Department ofTransportation 
Michelle leel, Muliimodal Operations Director, Missouri Department of Iransporlation 
Joseph H. Boardman, President and CPO, Amtrak 
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NATIONAL RAILROAD PASSENGER CORPORATION 
60 Massachusetts Avenue, NE. Washington. DC 20002 

tel 215 349 1467 fax 215 349 4826 

Stephen Gardner ^ ' ^ ' ' ' " " ^ • * 
Vice President, Northeast Corndor 

infrastructure and investment Deveiooment 

Novembers. 2011 

.Ann L. Schneider. Acting Sccrciary 
Illinois Department of fransportation 
2300 S. Dirksen Parkway 
Springlicld, IL 62764 

Dear .Mb. Schneider: 

On September 1. 21)11, wc mailed Governor Pal Quinn a letter requesting concurrence wilh a 
cost-sharing methodology and policy developed by Amtrak and the Section 209 State Working 
Group (SWG) (the "l-inal Policy'") as required under Section 209 of ihc Passenger Rail 
Investment and Improvement Acl of 20()X fPRllA. Public Law 110-432. Division B). a copy of 
which is attached. Wc requested a response as ofSeptember 30, 2011. but as of this writing, wc 
have not heard from the Governor or his designee. 

The deadline for implementation ofthe mclhodology required by Section 209 is wilhin 5 years 
after the dale of enactment ofthe .Act, or slightly le.«;s lhan two years from today. In order for us 
to provide the necessary guidance to our partner States and agencies for them lo request the 
funding they need under their budgetary lead limes, wc are at a point where wc mu.st bring this 
process to a conclusion. 

As oflhis wriling, vve have received concurring responses from 13 ol" 19 slalcs. and wc are 
finalizing discussions wilh 2 other slalcs. Our hope is that your State will join the majorily ol" 
your sister Slates and indicate your concurrence with the Final Policy by countersigning the 
September 30, 2011 letter. If we do nol receive a rcspon.sc from all outstanding States by 
November 15. 2011, wc will be petitioning the Surface fransportation Board as required by the 
.sialule and ask that it adopt the final Policy. While wc are hopeful the S'fB will adopt the Final 
Policy, the sialule docs allow the S'fB to adopt an alternative methodology that vvill bind .Amtrak 
and the States even ifwc consider that methodology less favorable than the Final Policy. 

Wc remain optimistic that wc can conclude this process without the involvement oflhe S'fB. We 
look forward lo your prompt and positive response. 

Sincerelv. 

1 / , '"•<(— I. , r 
4f, /tll-M// 

Stephen J. Gardner 

Vice President, hiortheast Corridor Infrastructure and Investment Development 

cc: .loseph Shacter. Director, Division of Public and Intennodal fransportation 
George Wcbcr. Deputy Chief Bureau of Railroads. Illinois Department of'fransporlaiion 
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NATIONAL RAILROAD PASSENGER CORPORATION 
60 Massachusetts Avenue. NE, Washington. DC 20002 

tei 215 349 1467 fax 215 349 4826 

Stephen Gardner 
Vice President, Northeast Corndor 

Infrastructure and investment Deveiooment 

Novembers, 2011 

Michael B. Clinc. Commissioner 
Indiana Department of fransportation 
100 N. Senate Ave.. IGCN 755 
Indianapolis, IN 46204 

Dear .Vlr. Clinc: 

On September 1, 2011. wc mailed Govemor Mitch Daniels a letter requesting concurrence wilh a 
cost-sharing mclhodology and policy developed by Amlrak and the Section 209 State Working 
Group (SWG) (the "Final Policy") as required under Section 209 ofthe Passenger Rail 
Investment and Improvcmenl .Act of 2008 (PRIIA, Public Law 110-432. Division B), a copy of 
which IS attached. We requested a response as ofSeptember 30. 2011. bul as oflhis writing, wc 
have nol heard from the Governor or his designee. 

The deadline for implementation of the mclhodology required by Section 209 is within 5 years 
after the date of enactment oflhe Act. or slightly less than two years from today. In order for us 
lo provide the necessary guidance to our partner Stales and agencies for them to request the 
funding they need under their budgclar>' lead times, wc arc at a point where wc mu.st bring this 
process lo a conclusion. 

.As oflhis writing, wc have received concurring responses from 13 of 19 slalcs, and wc are 
linali/.ing discussions with 2 other slates. Our hope is that your State vvill join the majorily of 
your sister Stales and indicale your concurrence vvith the Final Policy by countersigning the 
September 30. 2011 letter. Ifwc do not receive a response from all outstanding States by 
November 15. 2011. wc will be petitioning the Surface Transportation Board as required by the 
statute and ask that it adopt the Final Policy. While we arc hopeful the Sl'B vvill adopt the Final 
Policy, the statute docs allow the STB lo adopt an alternative mclhodology that will bind Amlrak 
and the States even ifwc consider that methodology less favoiablc than the Final Policy. 

Wc remain optimistic that wc can conclude this process without the involvement oflhe SIB. Wc 
look forward lo your prompt and positive response. 

Sincerelv. 

fJ:/; ;u\'^j 

Stephen J. (iardncr 
Vice Pre.sident, Northeast Corridor Infrastrui lure and tnvestment Development 

cc: Keith Bucklew. Direcior. Mulli-iVIodal Planning and Programs. Indiana Department of 
fransportation 
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NATIONAL RAILROAD PASSENGER CORPORATION 
60 Massachusetts Avenue. NE, Washington. DC 20002 

tei 215 349 1467 fax 215 349 4826 

Stephen Gardner A I \ A T W A K ' 

Vice President, Northeast Corndor 
Infrastmcture and investment Deveiooment 

November X. 2011 

Kevin Keith. Director 
Missouri Departmenl of fransportation 
105 W. Capitol .Avenue 
Jel"l"cr.son City, MO 65102 

Dear Mr. Keith: 

On September 1, 2011, wc mailed Govemor Jeremiah Nixon a letter requesting concurrence wilh 
a cost-sharing methodology and policy developed by .Amlrak and the Section 209 Slalc Working 
Group (SWG) (the "'Final Policy") as required under Section 209 ofthe Passenger Rail 
Investment and Improvcmenl Acl of 200X (PRII.A. Public Law 110-432. Division B). a copy of 
which is attached. Wc requested a response as ofSeptember 30. 2011. but as oflhis wriling, wc 
have not heard from the Governor or his designee. 

fhe deadline for implementation ofthe methodology required by Section 209 is wilhin 5 years 
after the date of enactment ofthe .Act, or slightly less lhan two years from today. In order for us 
to provide the necessary guidance to our partner Stales and agencies for them to request the 
funding Ihcy need under their budgetary lead times, wc arc at a point where wc must bring this 
process to a conclusion. 

As oflhis wriling, wc have received concurring responses from 13 of 19 slalcs. and wc arc 
finalizing discussions wilh 2 other slalcs. Our hope is that your State will join the majority of 
your sister States and indicate your concurrence with the Final Policy by countersigning the 
Sepiember 30. 2011 letter. Ifwc do not receive a rcspon.sc from all outstanding Stales by 
November 15. 2011, wc will be petitioning the Surface 'fransportation Board as required by the 
.statute and a.sk that it adopt the Final Policy. While wc are hopeful the STB vvill adopt the Final 
Policy, the sialule docs allow the S'fB lo adopt an alternative mclhodology that will bind Amirak 
and the States even if vve consider that methodology less favorable lhan the Final Policy. 

Wc remain optimistic that wc can conclude this process without the involvement oflhe STB. Wc 
look forward lo your prompt and positive response. 

Sincerelv. 

, ' I •• ' ' • 
• / . ; , ^ • l ; . ( 

Stephen .1. Gardner 
Vice President, Northeast Ciwridor Infrastructure and Investment Development 

cc: .Vtichcllc Teel. Vlultimodal Operations Director. .Missouri Department ofTransportation 
Eric J. Curtii. Administrator of Railroads, Vlissouri Department ofTransportation 
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NATIONAL RAILROAD PASSENGER CORPORATION 
60 Massachusetts Avenue NE. Washington, DC 20002 

tel 215 349 1467 fax 215 349 4826 

Stephen Gardner ' ^ ~ * ' ' " " ' ^ • * 
Vice President, Northeast Corridor 

Infrastructure and Investment Deveiooment 

Novembers. 2011 

Paula Hammond. Secretary 
Washington State Department ofTransportation 
310 Maple Park .Avenue SL 
Olympia. WA 9X504-7422 

Dear Ms. 1 lammond: 

On September 1. 2011. wc mailed Governor Chris Gregoirc a letter requesting concurrence with a 
cost-sharing mclhodology and policy developed by Amirak and the Section 209 State Working 
Group (SWG) (the '•Final Policy") as required under Seclion 209 ofthe Passenger Rail 
Inveslmenl and Improvement .Act of 200X (PRIIA, Public Law 110-432. Division B). a copy of 
which is attached. Wc requested a response as ofSeptember 30. 2011, bul as oflhis wriling. wc 
have not heard from the Governor or her designee. 

fhe deadline for implementation ofthe methodology required by Section 209 is wilhin 5 years 
after the dale of enactment oflhe Acl. or slightly less than two years from today. In order for us 
to provide the necessary guidance to our partner Slates and agencies for them lo request the 
funding they need under their budgetary lead times, we arc al a point where wc must bring this 
process to a conclusion. 

As oflhis writing, vve have received concurring responses from 13 of 19 slates, and wc are 
finalizing di.scussions with 2 other states. Our hope i.s that your Stale will join the majorily of 
your sLster Stales and indicale your concurrence with the Final Policy by countersigning the 
September 30. 2011 letter. Ifwc do nol receive a response from all outstanding States by 
November 15, 2011, wc will be petitioning the Surface Transporiation Board as required by the 
statute and ask that il adopt the l"inal Policy. While wc arc hopeful the S'l'B vvill adopt the Final 
Policy, the statute does allow the STB lo adopt an alternative mclhodology that will bind Amlrak 
and the Slates even if vve consider that methodology less favorable lhan the Final Policy. 

Wc remain optimistic that we can conclude this process without the involvement oflhe S'l'B. We 
look forward lo your prompt and positive rcspon.sc. 

Sincerelv, 

•••J / v.-_. w,„ 

Stephen J. Gardner 
Vice President. Northeast Corridor Infrastructure and Investment Developmeni 

cc: John Sibold, State Rail and Marine Acting Director, Washington State Department of 
lransportation 
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Page 1 of 1 

Johnson, Maximilian R 

From: Riley, Michael D. [MDRiley@indot.IN.gov] 

Sent: Thursday, November 17, 2011 3:48 PM 

To: Johnson, Maximilian R 

Cc: Buckiew, Keith, Franks, Michael; Hillblom, Bruce 

Subject: RE: Section 209 update 

Max, 

Thank you for being patient 

We have been informed that the Governors' Office and iNDOT Senior Management have vetted the SWG/Amtrak 
Soc. 209 methodology accompanying the letter dated September 1, 2011 to Governor Daniels, and follow-up letter 
dated November 8, 2011 to INDOT Commissioner Clinc from Stephen Gardner and have decided to not sign the 
request accepting the SWG/Amtrak methodology. 

Agam, thank you for your patience. 

Mike Riley 
Manager Rail Office 
INDOT 
317-232-1491 

From: Johnson, Maximilian R [mailto.Max.Johiisoii@amliak.comJ 
Sent: Monday, November 07, 2011 10.19 AM 
To: Riley, Michael D. 
Co: Hillblom, Bruce 
Subject: Section 209 updaie 

Hi Mike, 

As I said in my phone message, I was hoping to touch base with you on Section 209. As of today, of the 19 states that 
received letters, we have received signed concurrences from 10 and letters from 5 where they have concurred with 
comments or some other specific issues we are working through. 

At this time, the Amtrak Board of Directors has established November 15 as a firm deadline for hearing back from 
states about where they stand on Section 209, after which they have told us to inform the Surface Transportation 
Board that we do not have concurrence. I think it's safe to say that this would be a unique issue for the STB, and as a 
result there is a lot of uncertainty about how the STB would handle this So over the next week, we are trying to do 
whatever we can to help aii outstanding states get to concurrence. 

One approach that we have taken in some states is that we at Amtrak have followed up with the Governor's office to 
see if there were any questions we could answer directly. Let me know if you think that would be helpful, or if there's 
anything else we can do. 

Thanks, 
Max 

Max Johnson 
Amtrak Policy & Development 
Bell 202-906-3880 
max johnson@amtrak.com 
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